This prospectus constitutes a public offering of these securities only in ix. “-tions where they may be lawfully offered for sale and 
therein only by persons permitted to sell such securities. No securities commissw. vv similar authority in Canada has in any way passed 
upon the merits of the securities offered hereunder and any representation to the contrary is an offence. 


New Issue May 26, 1983 


$280,000,000 


ARO2 : (14,000,000 shares) 


ou THE ROYAL BANK OF CANADA 


$1.45 First Preferred Shares Series B 


(cumulative and redeemable and convertible when tendered with Common Share Warrants) 
with 
Common Share Warrants 


Common Share Warrants 
Holders of First Preferred Shares Series B of record at the close of business on July 8, 1983 will receive a 
certificate for one-half of a Warrant for each First Preferred Share Series B held. 
One whole Warrant will entitle the holder to purchase one Common Share of the Bank at a price of $40 on or 
prior to June 9, 1988, subject to adjustment in certain events. 


In addition, holders of Warrants will have the option to tender, on or prior to the expiration of the Warrants, 
First Preferred Shares Series B, in lieu of cash, thus converting such First Preferred Shares Series B into 
Common Shares of the Bank. One whole Warrant and two First Preferred Shares Series B will entitle the 
holder thereof to receive one Common Share of the Bank upon such conversion, subject to adjustment in 
certain events. 


The Montreal Exchange and The Toronto Stock Exchange have conditionally approved the listing of the First 
Preferred Shares Series B and the Warrants. Listing is subject to the Bank fulfilling all of the requirements of these 
exchanges on or before August 22, 1983, including distribution of these securities to a minimum number of public 
shareholders. 


In the opinion of counsel the First Preferred Shares Series B will qualify for investment under certain statutes as set out under 
‘Eligibility for Investment’’. 


Price: $20 per share to yield 7.25% per annum 


We, as principals, conditionally offer the First Preferred Shares Series B, subject to prior sale, if, as and when 
issued by the Bank and accepted by us in accordance with the conditions contained in the underwriting agreement 
referred to under ‘‘Plan of Distribution’’ and subject to approval of certain legal matters on behalf of the Bank by 
G. Harold Pickel, Assistant General Counsel, Corporate, of the Bank and on our behalf by Ogilvy, Renault, 
Montreal. 


Price to Aggregate proceeds Underwriting Net proceeds 
public to the Bank fee to the Bank (1) 
Per share — on original subscription......... $20.00 $20.00 $0.60 $19.40 
—— on OVver-allotment (2)... .. sasncs $20.00 $20.00 $0.48 $19.52 
Rte nina eat ts beats o $280,000,000  $280,000,000 $8,400,000 —- $27,600,000 
mor? DAN LENDS C2 eS ctepe oF) «tees cae = $300,000,000 $300,000,000 $8,880,000 $291,120,000 


(1) Before deduction of expenses of issue payable by the Bank, estimated at $400,000. These expenses and the underwriting fee will each 


be paid out of the general corporate funds of the Bank. 
(2) The Bank has granted to the Underwriters an option to purchase up to a maximum of 1,000,000 additional First Preferred Shares 


Series B to cover over-allotments. See ‘‘Plan of Distribution’’. 


Subscriptions will be received subject to rejection or allotment in whole or in part and the right is reserved to close 
the subscription books at any time without notice. It is expected that certificates for the First Preferred Shares 
Series B will be available for delivery on June 9, 1983. 
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All dollar amounts in this prospectus are in Canadian currency unless otherwise indicated. As stated in Note | 
to the Consolidated Financial Statements, assets and liabilities denominated in foreign currencies are translated into 
Canadian dollars at rates prevailing on the balance sheet date; revenue and expenses denominated in foreign 


currencies are translated at the prevailing quarter-end rates. 


Financial information in this prospectus with respect to periods prior to November |, 1981 has been restated to 
contorm with the present accounting requirements of the Bank Act (Canada). 


All per Common Share amounts and numbers of Common Shares have 


split effected in March 1981. 


been restated to reflect the two-for-one 


& 


THE ROYAL BANK OF CANADA 


$1.45 First Preferred Shares Series B 


(cumulative and redeemable and convertible 
when tendered with Common Shares Warrants) 


DECLARATION OF OWNERSHIP OF BANK SHARES 


Instructions 


(a) This declaration is required in connection with the restrictions on issue and transfer of shares of a bank 
referred to under ‘‘Restraints on Bank Shares under the Bank Act’’ in the Prospectus dated May 26, 
1983 for the issue of the above captioned First Preferred Shares Series B. 


(b) This declaration is to be completed by the purchaser in whose name the First Preferred Shares Series B 
are to be registered; if there is more than one purchaser, a separate declaration is to be completed by 
each of them. 


(c) This declaration is to be signed as follows: 


(i) if the purchaser is an individual, by the individual, 


(ii) if the purchaser is a corporation, partnership, association, trust or other organization, by a 
responsible officer or partner thereof. 


In connection with the distribution of $1.45 First Preferred Shares Series B (the ‘‘First Preferred Shares Series 
B’’) of The Royal Bank of Canada (the ‘‘Bank’’), the purchaser named below declares: 


ie 


se 
(If item 3 is Be 
applicable, 
strike out item 
4.) 


(if item 3 is not ay 


applicable, 
strike out item 
3.) 


I have purchased First Preferred Shares Series B which are to be registered in my name. 


I am not an agent (as defined under section 109(1) of the Bank Act (Canada) on the reverse 
hereof) of Her Majesty the Queen in right of Canada or in right of a province of Canada or an 
agent of the government of a foreign state or any political subdivision thereof. 


The number of $1.88 Cumulative Redeemable First Preferred Shares Series A (the ‘‘First 
Preferred Shares Series A’’) presently registered in my name (if any) and of First Preferred 
Shares Series B to be registered in my name does not exceed in the aggregate 5,000 shares. 


Within the meaning of the definitions of the Bank Act (Canada) on the reverse hereof, 
(a) I ama [_] resident or [_] non-resident of Canada (please check one box) (/); 


(b) the number of First Preferred Shares Series A and First Preferred Shares Series B that will 
be held or beneficially owned by me and by other persons associated with me will not 
exceed in the aggregate 1,900,000 shares; 


(c) I am not associated with any other holder of First Preferred Shares Series A nor any other 
purchaser of First Preferred Shares Series B, except as follows: (if none, insert “‘NONE”’’) 


DATED the day of eo. 
Name of Purchaser (please print) Signature of Purchaser or Responsible Officer 
or Partner of the Purchaser 
Address of Purchaser (please print) Name of Responsible Officer or Partner 


of the Purchaser (please print) 


Definitions 


“agent” 


““corporation’’ 


““non-resident’’ 


“‘resident’’ 


Associated 
shareholder 


Application of 
sections 109 to 
114 to Her 
Majesty in 
provincial right 


Meaning of 
““shareholder’’ 
and shares 
being held 


Shares held 
jointly 


Exceptions 


Limit on shares 
held by 
non-residents 


Limits on 
shares held by 
any person 


No shares to be 
transferred to a 
government 


Issue of shares 


BANK ACT (CANADA) 
Excerpts from Sections 109 and 110 


109. (1) In this section and sections 110 to 114, 


110. 


“agent”? means 


(a) 


(b) 


in relation to Her Majesty in right of Canada or in right of a province, any agent of Her Majesty in either such right and includes a municipal or public body empowered to perform a 

function of government in Canada or any corporation empowered to perform a function or duty on behalf of Her Majesty in either such right but does not include 

(i) an official or corporation performing a function or duty in connection with the administration or management of the estate or property of an individual, 

(ii) an official or corporation performing a function or duty in connection with the administration, management or investment of a fund established to provide compensation, 
hospitalization, medical care, annuity, pension or similar benefits to individuals, or moneys derived from such a fund, 

(iii) the trustees of any trust for the administration of a fund to which Her Majesty in either such right contributes and of which an official or corporation that is a servant or agent of Her 
Majesty in either such right is a trustee, or 

(iv) any other corporation owned or controlled by Her Majesty in either such right that is not an agent of Her Majesty and is not empowered to perform a function or duty on behalf of Her 
Majesty, and 


in relation to the government of a foreign state or any political subdivision thereof, a person empowered to perform a function or duty on behalf of the government of the foreign state or 
any political subdivision thereof other than a function or duty in connection with the administration or management of the estate or property of an individual; 


‘corporation’ includes an association, partnership or other organization; 


**non-resident’’ means 


(a) 
(b) 


(f) 


an individual who is not ordinarily resident in Canada, 

a corporation incorporated, formed or otherwise organized, elsewhere than in Canada, 

the government of a foreign state or any political subdivision thereof, or an agent of either, 

a corporation that is controlled directly or indirectly by non-residents as defined in any of paragraphs (a) to (c), 


a trust 

(i) established by a non-resident as defined in any of paragraphs (b) to (d) other than a trust for the administration of a pension fund for the benefit of individuals a majority of whom are 
residents, or 

(ii) in which non-residents as defined in any of paragraphs (a) to (d) have more than fifty per cent of the beneficial interest, or 


a corporation that is controlled directly or indirectly by a trust described in paragraph (e); 


‘resident’? means an individual, corporation or trust that is not a non-resident. 


(2) 
(a) 
(b) 
(c) 
(d) 


(g) 


(4) 


(b) 


(4) 
(a) 
(b) 


(5) 


For the purposes of sections 110 to 114, a shareholder is, except as provided by subsection (7), deemed to be associated with another shareholder if 
one shareholder is a corporation of which the other shareholder is an officer or director; 

one shareholder is a partnership of which the other shareholder is a partner; : 

one shareholder is a corporation that is controlled directly or indirectly by the other shareholder; 


both shareholders are corporations and one shareholder is controlled directly or indirectly by the same government in Canada, foreign government or individual or corporation that controls 
the other shareholder; 


both shareholders are members of a voting trust where the trust relates to shares of the bank; 
each shareholder is an agent of Her Majesty in right of Canada or an official, trustee or corporation referred to in any of subparagraphs (a)(il) to (iv) of the definition *‘agent’’ in subsection (1); 


both shareholders are trustees of any trusts for the administration of funds to which Her Majesty in right of Canada contributes and of which no official or corporation that is a servant or 
agent of Her Majesty in such right is a trustee; 


each shareholder is Her Majesty or an agent of Her Majesty in right of a province or an official, trustee or corporation referred to in any of subparagraphs (a)(ii) to (iv) of the definition 
“‘agent’’ in subsection (1); 


both shareholders are trustees of any trusts for the administration of funds to which Her Majesty in right of a particular province contributes and of which no official or corporation that is a 
servant or agent of Her Majesty in right of that province is a trustee; 


one shareholder is a local cooperative credit society and the other shareholder is a central cooperative credit society of which the first shareholder is a member; 
both shareholders are local cooperative credit societies that are members of the same central cooperative credit society; 


one shareholder is a central cooperative credit society, the other shareholder is a federation of cooperative credit societies of which the first shareholder is a member, and both shareholders 
are incorporated or organized by or pursuant to legislation enacted by the same legislative body; 


both shareholders are central cooperative credit societies that are members of the same federation of cooperative credit societies, and both shareholders and the federation of cooperative 
credit societies are incorporated or organized by or pursuant to legislation enacted by the same legislative body; 


one shareholder is associated, within the meaning of paragraphs (a) to (m), with one or more other shareholders and, together with that or those other shareholders, owns more than 
fifty per cent of the voting shares of a particular corporation, and the other shareholder is the particular corporation; or 


both shareholders are associated within the meaning of paragraphs (a) to (n) with the same shareholder. 


For the purposes of this section and sections 110 to 114, 
Her Majesty in right of a province or an agent of Her Majesty in such right is included within the expression “‘person’’ as used in those sections; and 


in relation to the holdings of shares of a bank, Her Majesty in right of a province, agents of Her Majesty in such right and corporations owned or controlled by Her Majesty in such right 
are associated with Her Majesty in right of any other province, agents of Her Majesty in right of any other province and corporations owned or controlled by Her Majesty in right of any 
other province. 


For the purposes of this section and sections 110 to 114, a ‘‘shareholder’’ is a person who according to the central securities register of a bank is the holder of one or more shares of the 
bank and a reference in sections 110 to 114 to a share being held by or in the name of any person is a reference to his being the holder of the share according to the central securities 
register of the bank. 


For the purposes of sections 110 to 114, where a share of a bank is held jointly and one or more of the joint holders thereof is a non-resident, the share is deemed to be held by a 
non-resident. 
Notwithstanding subsection (2), 


where one shareholder who is a resident and is not a shareholder described in any of paragraphs (2)(f) to (i) and who, but for this paragraph, would be deemed to be associated with 
another shareholder submits to a bank a declaration stating that none of the shares of the bank held by him or to be held by him is or will be, to his knowledge, held in the right of or for 
the use or benefit of himself or any person with whom, but for this paragraph, he would be deemed to be associated, neither shareholder is deemed to be associated with the other so long 
as the shares of the bank from time to time held by the shareholder who made the declaration are not held contrary to the statements made in the declaration; 


two shareholders that are corporations and at least one of which is a resident shall not be deemed to be associated with each other by virtue of paragraph (2)(0) by reason only that each is 
deemed under paragraph (2)(a) to be associated with the same shareholder; 


where it appears from the central securities register of a bank that the number of shares held by a shareholder does not exceed one-tenth of one per cent of the total number of issued and 
outstanding shares of the bank, that shareholder shall not be deemed to be associated with any other shareholder and no other shareholder shall be deemed to be associated with him. 
A bank shall refuse to register in the securities register of the bank a transfer of any share of a class of shares of the bank to a non-resident 


if, when the total number of shares of that class of shares held by non-residents exceeds twenty-five per cent of the total number of issued and outstanding shares of that class, the transfer 
would increase the percentage of such shares held by non-residents; or 


if, when the total number of shares of that class of shares held by non-residents is twenty-five per cent or less of the total number of issued and outstanding shares of that class, the transfer 
would cause the total number of shares of that class held by non-residents to exceed twenty-five per cent of the total number of issued and outstanding shares of that class. 
A bank shall refuse to register in the securities register of the bank a transfer of any share of a class of shares of the bank to any person 


if, when the total number of shares of that class of shares held by such person and by other shareholders associated with him, if any, exceeds ten per cent of the total number of the issued 
and outstanding shares of that class, the transfer would increase the percentage of shares of that class held by such person and by other shareholders associated with him, if any; or 


if, when the total number of shares of that class of shares held by such person and by other shareholders associated with him, if any, is ten per cent or less of the total number of issued 


and outstanding shares of that class, the transfer would cause the total number of shares of that class held by such person and by other shareholders associated with him, if any, to exceed 
ten per cent of the issued and outstanding shares of that class. 


A bank shall refuse to register in the securities register of the bank a transfer of any share of a class of shares of the bank to 
Her Majesty in right of Canada or in right of a province or an agent of Her Majesty in either such right, or 


the government of a foreign state or any political subdivision thereof or an agent of the government of a foreign state or any political subdivision thereof. 


A bank shall not issue a share of the bank to a person in circumstances where, if the issue to that person were a transfer of that share, the bank would be required to refuse to register the 
transfer of the share by virtue of any of subsections (1) to (4). 


Issue: 


Issue Price: 
Dividends: 


Common Share 
Warrants: 


Redemption 
at the Bank’s 
Option: 


Priority: 


Earnings Coverage: 


Asset Coverage: 


Application of 
Proceeds: 


Prospectus Summary 
The Offering 


$280,000,000 consisting of 14,000,000 $1.45 Cumulative Redeemable First Preferred 
Shares Series B convertible when tendered with Common Share Warrants (the ‘‘First 
Preferred Shares Series B’’). An additional 1,000,000 First Preferred Shares Series B 
may be issued to cover over-allotments. 


$20 per First Preferred Share Series B. 


Fixed, cumulative preferred dividends of $1.45 per share per annum, payable quarterly 
on the 24th day of February, May, August and November. Assuming an issue date of 
June 9, 1983, an initial dividend of $0.3019 per share will be payable on August 24, 
1983, when declared by the Board of Directors. 


Holders of First Preferred Shares Series B of record at the close of business on July 8, 
1983 will receive a certificate for one-half of a Warrant for each First Preferred Share 
Series B held. 


One whole Warrant will entitle the holder to purchase one Common Share of the Bank 
at a price of $40 on or prior to June 9, 1988, subject to adjustment in certain events. 


In addition, holders of Warrants will have the option to tender, on or prior to the 
expiration of the Warrants, First Preferred Shares Series B, in lieu of cash, thus 
converting such First Preferred Shares Series B into Common Shares of the Bank. One 
whole Warrant and two First Preferred Shares Series B will entitle the holder thereof 
to receive one Common Share of the Bank upon such conversion, subject to 
adjustment in certain events. 


The First Preferred Shares Series B will not be redeemable on or prior to June 9, 
1988. Thereafter the Bank will have the option to redeem the First Preferred Shares 
Series B in whole or in part at $21 per share reducing by $0.20 per year until June 9, 
1993, and thereafter at $20; together in each case with accrued and unpaid dividends. 
Redemption is subject to the satisfaction of certain statutory requirements including the 
consent of the Inspector General of Banks. 


The First Preferred Shares Series B will rank on a parity with all other series of First 
Preferred Shares of the Bank and prior to the Bank’s Second Preferred Shares and 


Common Shares. 12 months ended 


January 31, 1983 
Maximum annual dividend requirements on the First Preferred Shares 
SeritestA. anid) Senes IBC ye «0. sees cae ee en Os Oe 12.0 times 
Maximum annual aggregate debenture interest and grossed-up 
dividend requirements on the First Preferred Shares Series A 


PLT) Glee S CTHACSS ai te ete te tea serie lee ed on Slade tear ho Sanicsc: RE 2.9 times 
As at 
January 31, 1983 
First Preferred Shares Series. Acand:Series Bun... o 4.6 eae oe ee. 7.2 times 
Debentures and First Preferred Shares Series A and Series B ....... 2.8 times 


The net proceeds from this issue of First Preferred Shares Series B will be added to 
the Bank’s general funds and will be utilized for general banking purposes. This issue 
will enlarge the Bank’s primary capital base. 


The Royal Bank of Canada 


The Bank is the largest Canadian chartered bank and ranks fourth among North American banks in terms 
of total assets. In Canada, the Bank provides a full range of personal, commercial and corporate banking 
services in branches located in all the provinces and territories. The Bank conducts business on a global basis 
through approximately 100 foreign branches, representative offices and agencies and more than 100 
subsidiaries and affiliates. 


Selected Financial Information 


Three months ended 
January 31 Year ended October 31 
1983 1982 1982 1981 1980 1979 1978 
(unaudited) 
(millions of dollars except per share information) 
Totalsassets 32 tes a arte trter sey $86,886 $87,764 $88,456 $85,359 $61,482 $50,676 $40,603 
SCCURITIES fee mercer toe ees 6,986 Teo 6,795 7,346 6,567 6,104 4,674 
LOanSO era ee 59,856 57,845 6052844 “95721351 «5405805 32,713 26,977 
Depositehabilittesser te: 76,610 77,895 78-405" 76,869" 55,095) 40,9 8 37. 564 
Debentures, Capital and 
Reserves: 
DebentureSvs-.ctomecoaienar. 15123 1,038 eid IWS) 594 520 414 
Capital and Reserves: 
Appropriations for 
Contingencies: =. = ar 64 244 101 258 213 22 130 
Shareholders’ Equity: 
Capital Stock: 
Prefered (renters ce 353 358 354 150 — = — 
Common ese 86 83 85 83 80 18) (6) 
Contributed Surplus... . 485 419 452 408 348 193 193 
Retained Earnings ..... 1953 1,851 oo 1,802 1,514 1,274 1,091 
Total Capital and Reserves . 2,941 25955 2,883 2,701 21S ey? 1,487 
Total Debentures, Capital 
and, Reservesy aa. aero $4,064 $3,993 $4,004 $3,480 $2,749 $2,272 $1,901 
Net incomei®)e ne eee $112 $81 $358 $478 $348 $290 $261 
AS a percentage of 
average total assets ...... DOTH3)) mot a@) 40% 65% 62% .63% .10% 
AS a percentage of 
average Capital 
ANG IRESSEVES 21.2 in: se eee 15.3:%07(3) Lde4Zo3) 12890" 19ST Co aT Som els) 9 ome 9%. 
Per Common Share: 
Common Shareholders’ Equity $29.30 $28.26 528-63) 527.68. 2524220" $21705.. $18553 
Appropriations for 
Contingenciess 7s... eee 0.74 293 ees) Sel! 2.66 290 7s 
Less provision for taxation | 
on Appropriations for 
Contingencies’ sae. tae: (O37) (47) (0.60) (1.58) Gle32:) (1.41) (0.86) 
D200] a oes 929. 2262529. 2 le S25 Oe G22) 545 OLAS 
Net income: (2) 
Basicu:. Aiea aetins 2. i222 $0.88 $3.87 SnD $4.74 $3.96 $3.57 
Fully diluted sgoeetency- sean Slal2 $0.87 $3.68 $5.71 $4.74 $3.96 nme 
Dividends declared’... ..-. $0.50 (4) $0.50 $200 =... $1.70 ors 1206 e we od.09 $0.78 


From November |, 1977 to October 31, 


Annualized. 


rate of $2.00 per Common Share. 


1982. 


Net income is after income taxes and minority interests in subsidiaries. 


This is a summary only and more detailed information is found elsewhere in this prospectus. 


Compound 
annual 
growth 
rate (1) 


20.9% 
14.3 
PAS 2 
OG) 


25-9 


18.4 


2022 
ein 


15.4 


8.5 
7.4 
30.5 


A quarterly dividend of $0.50 per Common Share was paid on May 24, 1983. This dividend represents an indicated annual dividend 


Capital Stock of the Bank 


As at January 31, 1983 the authorized capital of The Royal Bank of Canada (the ‘*Bank’’) consisted of 
250,000,000 Common Shares of the par value of $1.00 each, of which 86,142,078 were issued and outstanding: 
50,000,000 First Preferred Shares without nominal or par value, issuable in series, of which 5,717,400 were issued 
and outstanding as $1.88 Cumulative Redeemable First Preferred Shares Series A (the *‘First Preferred Shares 
Series A’’); and 50,000,000 Second Preferred Shares without nominal or par value, issuable in series, of which 
8,400,000 were issued and outstanding as $2.75 Redeemable Convertible Second Preferred Shares Series A (the 
‘Second Preferred Shares Series A’’). The aggregate consideration for which all First Preferred Shares and all 
Second Preferred Shares may be issued shall not exceed $1,250,000,000 in each case. 


Following the application made by the Bank duly authorized by its common shareholders at their January 13, 
1983 annual meeting, the Minister of Finance of Canada approved on February 17, 1983 the proposal providing 
that the Common Shares of the par value of $1.00 of the authorized capital of the Bank shall be without nominal or 
par value and changing the authorized capital of the Bank to provide that the aggregate consideration for the issue 
of Common Shares shall not exceed $3,000,000,000. As a consequence, as at February 17, 1983, and in 
accordance with the Bank Act, the paid-in capital of the Bank maintained for its Common Shares has been 
increased by the amount of the contributed surplus attributable to the Common Shares prior to their being changed 
from par value to no par value. 


Details of the Offering 


The following is a summary of certain provisions of the First Preferred Shares as a class and of the $1.45 
Cumulative Redeemable First Preferred Shares Series B convertible when tendered with Common Share Warrants 
(the *‘First Preferred Shares Series B’’) as a series together with a brief summary of the particulars of the Common 
Share Warrants (the ‘‘Warrants’’). 


Certain Provisions of the First Preferred Shares as a Class 
Issuable in Series 


The First Preferred Shares may be issued from time to time in one or more series with such series rights, 
privileges, restrictions and conditions as the directors of the Bank may determine by resolution. 


Priority 

The First Preferred Shares of each series rank on a parity with the First Preferred Shares of every other series 
and are entitled to preference over the Second Preferred Shares and the Common Shares and over any other shares 
ranking junior to the First Preferred Shares with respect to the payment of dividends and in the distribution of 
property in the event of the liquidation, dissolution or winding up of the Bank. 


Creation and Issue of Shares 


Pursuant to the Bank Act the Bank may not without the approval of the holders of the First Preferred Shares 
create any other class of shares ranking equal with or prior to the First Preferred Shares. In addition, the approval 
of the holders of the First Preferred Shares as a class given as specified below under *‘Shareholder Approvals’ is 
required if any dividends are in arrears on any outstanding series of First Preferred Shares (i) for the creation or 
issuance of any shares ranking prior to the First Preferred Shares and (ii) for the creation or issuance of any 
additional series of First Preferred Shares or of any shares ranking on a parity with the First Preferred Shares. 


Voting Rights 

The directors are empowered to set voting rights for each series. The holders of the First Preferred Shares are 
not entitled to any voting rights as a class except as provided above or by law or with respect to the right to vote 
on certain matters as specified below under *‘Shareholder Approvals’’. 


Shareholder Approvals 


The approval of all amendments to the provisions attaching to the First Preferred Shares as a class and any 
other approval to be given by the holders of the First Preferred Shares may be given in writing by the holders of 
not less than all of the outstanding First Preferred Shares or by a resolution carried by the affirmative vote of not 
less than 6674% of the votes cast at a meeting of holders of First Preferred Shares at which a quorum of the 
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outstanding First Preferred Shares is represented. A quorum at any meeting of First Preferred shareholders is 51% 
of the shares entitled to vote at such meeting except that at an adjourned meeting there is no quorum requirement. 
At any meeting of First Preferred shareholders as a class, each such holder shall be entitled to one vote in respect 
of each $1.00 of issue price of the First Preferred Shares held by such holder. 


Certain Provisions of the First Preferred Shares Series B as a Series 
Issue Price 


The First Preferred Shares Series B will have an issue price of $20 per share. 


Dividends 


The holders of the First Preferred Shares Series B will be entitled to receive fixed cumulative preferred 
dividends, as and when declared by the Board of Directors of the Bank, at the rate of $1.45 per share per annum to 
accrue from the date of issue and to be paid quarterly on the 24th day of February, May, August and November in 
each year. Assuming an issue date of June 9, 1983, an initial dividend of $0.3019 per share will be payable on 
August 24, 1983, when declared by the Board of Directors of the Bank. 


The Bank intends to take the steps necessary to extend to the holders of First Preferred Shares Series B the 
right to participate in the Bank’s Shareholder Dividend and Share Purchase Plan. 


Upon tender of First Preferred Shares Series B for conversion as described below under ‘‘Warrants’’ the holder 
will not be entitled to any adjustment of dividends on any such share or any Common Share received. 


Warrants 


The provisions attaching to the First Preferred Shares Series B will provide that upon presentation of Warrants 
by a holder of such shares on or before 4:00 P.M., local time, on June 9, 1988, the holder of such shares and 
Warrants will be entitled to convert such First Preferred Shares Series B into Common Shares of the Bank. One 
whole Warrant and two First Preferred Shares Series B will entitle the holder thereof to receive one Common Share 
of the Bank. The provisions of the First Preferred Shares Series B will also provide for adjustments in the 
conversion rate upon the happening of the events therein described which shall be the same as those described 
under ‘‘Common Share Warrants — Warrant Indenture’’ below. Such adjustments will be similar in effect to those 
to be provided in respect of the Warrants as described under ‘‘Common Share Warrants — Warrant Indenture’’ 
below. 


Upon exercise of the conversion privilege by the holder of First Preferred Shares Series B and Warrants, the 
Bank reserves the right not to issue Common Shares to any person whose address is in, or whom the Bank or its 
agent has reason to believe is a resident of, the United States of America, its territories or possessions. (See also 
‘Restraints on Bank Shares under the Bank Act’’.) 


Redemption 


The First Preferred Shares Series B will not be redeemable by the Bank on or prior to June 9, 1988. After 
such date, the First Preferred Shares Series B may be redeemed by the Bank in whole at any time or in part from 
time to time on not more than 60 and not less than 30 days prior notice at the following redemption prices (the 
“Redemption Price’’) plus accrued and unpaid dividends to the date fixed for redemption: 


If redeemed in the 12 months Redemption 
LL Ee oe eee 
| he o e AL wen ad MARR Tc i PLT Ey |e ok A $21.00 
TOGO, Se eae Le. Pe a OR ee ee eee, 20.80 
LO ae tee Pe ce chshe ity cS TS ee NE ee ene ee 20.60 
| i PME ee aE gO ORD RP PES Beers BR ry hy 1 tn, Pd. 20.40 
be Re a eich ig deg he ee RS ae LA Ce gra RM $c cue ee 20.20 
ANG therealter 4200 ors ok, oad «5 gerd aes) ee weer ee deee oath nue 20.00 


Where a part only of the then outstanding First Preferred Shares Series B is at any time to be redeemed, the 
First Preferred Shares Series B so to be redeemed shall be selected by lot in such manner as the Board of Directors 
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of the Bank determines or, if the Board of Directors of the Bank so decides, may be redeemed pro rata, 
disregarding fractions. 


All redemptions of the First Preferred Shares Series B are subject to the consent of the Inspector General of 
Banks and certain requirements in respect of paid-in capital of the Bank remaining after such redemption. See 
*‘Bank Act Restrictions and Approvals’’ below. 


Purchase for Cancellation 


Subject to the consent of the Inspector General of Banks and certain requirements in respect of paid-in capital 
of the Bank remaining after such purchases (see ‘‘Bank Act Restrictions and Approvals’’ below), the Bank may at 
any time purchase for cancellation First Preferred Shares Series B at a price per share, if purchased at any time on 
or prior to June 9, 1988, not exceeding $21 and, if purchased at any other time, at a price per share not exceeding 
the then applicable Redemption Price, plus in each case accrued and unpaid dividends and costs of purchase. 


Rights on Liquidation 

In the event of the liquidation, dissolution or winding up of the Bank, the holders of the First Preferred Shares 
Series B shall be entitled to receive on or prior to June 9, 1988, $21 per share and thereafter the then applicable 
Redemption Price, together with all dividends accrued and unpaid to the date of payment, before any amount shall 
be paid or any assets of the Bank distributed to the holders of any shares ranking junior to the First Preferred 
Shares Series B. The holders of the First Preferred Shares Series B shall not be entitled to share in any further 
distribution of the assets of the Bank. 


Restrictions on Dividends and Retirement of Shares 


So long as any of the First Preferred Shares Series B are outstanding, the Bank will not, without the approval 
of the holders of the First Preferred Shares Series B: 


(a) pay any dividends on any Second Preferred Shares, any Common Shares or any other shares ranking junior to 
the First Preferred Shares Series B (other than stock dividends in any shares ranking junior to the First 


Preferred Shares Series B); or 

(b) redeem, purchase or otherwise retire any Second Preferred Shares, any Common Shares or any other shares 
ranking junior to the First Preferred Shares Series B (except out of the net cash proceeds of a substantially 
concurrent issue of shares ranking junior to the First Preferred Shares Series B); or 


(c) redeem, purchase or otherwise retire less than all the First Preferred Shares Series B; or 


(d) except pursuant to any purchase obligation, sinking fund, retraction privilege or mandatory redemption 
provisions attaching to any series of preferred shares, redeem, purchase or otherwise retire any other shares 
ranking on a parity with the First Preferred Shares Series B; 


unless all dividends up to and including the dividend payment date for the last completed period for which 
dividends shall be payable shall have been declared and paid or set apart for payment in respect of each series of 
cumulative First Preferred Shares then issued and outstanding and on all other cumulative shares ranking on a parity 
with the First Preferred Shares and there shall have been paid or set apart for payment all declared dividends in 
respect of each series of non-cumulative First Preferred Shares then issued and outstanding and on all other 
non-cumulative shares ranking on a parity with the First Preferred Shares. 


Issue of Additional Series of First Preferred Shares and Amendments to First Preferred Shares Series B 


The Bank may issue other series of First Preferred Shares ranking on a parity with the First Preferred Shares 
Series B without the approval of the holders of the First Preferred Shares Series B. The Bank will not without, but 
may from time to time with, the approval of the holders of the First Preferred Shares Series B given as specified 
below under ‘‘Shareholder Approvals’’ delete or vary any rights, privileges, restrictions and conditions attaching to 


the First Preferred Shares Series B. 


Shareholder Approvals 

The approval of all amendments to the rights, privileges, restrictions and conditions attaching to the First 
Preferred Shares Series B as a series and any other approval to be given by the holders of the First Preferred Shares 
Series B may be given in writing by the holders of not less than all of the outstanding First Preferred Shares Series 
B or by a resolution carried by the affirmative vote of not less than 667% of the votes cast at a meeting of holders 
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of the First Preferred Shares Series B at which a quorum of the outstanding First Preferred Shares Series B is 
represented. A quorum at any meeting of First Preferred Shares Series B holders is 51% of the shares entitled to 
vote at such meeting except that at any adjourned meeting there is no quorum requirement. At any meeting of 
holders of First Preferred Shares Series B as a series, each such holder shall be entitled to one vote in respect of 
each First Preferred Share Series B held. 


Voting Rights 

The holders of the First Preferred Shares Series B will not be entitled as such to receive notice of or to attend 
or to vote at any meeting of the shareholders of the Bank unless the Bank shall have failed to pay eight quarterly 
dividends on the First Preferred Shares Series B, whether or not consecutive. In that event, and so long as any 
dividends on the First Preferred Shares Series B remain in arrears, the holders of the First Preferred Shares Series B 
will be entitled to receive notice of and to attend meetings of shareholders at which directors of the Bank are to be 
elected and will be entitled to one vote for each First Preferred Share Series B held. 


Bank Act Restrictions and Approvals 


Under the Bank Act, the Bank cannot redeem or purchase any of its shares including the First Preferred Shares 
Series B unless (i) the consent of the Inspector General of Banks has been obtained and the directors are satisfied 
that its paid-in capital remaining after the redemption or purchase will be adequate for the capital needs of the Bank 
or (ii) the redemption or purchase is pursuant to a sinking fund or purchase fund obligation. The Bank is also 
prohibited from paying or declaring a dividend while its paid-in capital is or would be impaired or in an amount 
exceeding 8% per annum on its paid-in capital unless, after the payment, its retained earnings and general reserve 
would be equal in total to at least 20% of its paid-in capital and contributed surplus. Currently, this limitation 
would not restrict the payment of dividends on the First Preferred Shares Series B. 


Common Share Warrants 
General 


Each holder of First Preferred Shares Series B of record at the close of business on July 8, 1983 will receive 
by registered mail a certificate representing one-half of a Warrant for each First Preferred Share Series B held. Prior 
to the close of business on July 8, 1983 the right to receive Warrant certificates shall not be transferable separately, 
but only by and in connection with a transfer of First Preferred Shares Series B held and any transfer of a First 
Preferred Share Series B on or prior to July 8, 1983 shall constitute a transfer of the related right to receive 
Warrant certificates. 


One whole Warrant will entitle the holder to purchase from the Bank one Common Share of the Bank at a 
price of $40 (the ‘‘Exercise Price’’) until the expiration thereof at 4:00 P.M., local time, on June 9, 1988. In 
addition, holders of Warrants will have the option to tender, on or prior to the expiration of the Warrants, First 
Preferred Shares Series B, in lieu of cash, thus converting such First Preferred Shares Series B into Common 
Shares of the Bank. One whole Warrant and two First Preferred Shares Series B will entitle the holder thereof to 
receive one Common Share of the Bank upon such conversion, subject to adjustment in certain events. 


Holders of Warrants desiring to exercise the privileges attaching to one or more of such Warrants shall, no 
later than the expiration thereof, surrender the certificates representing such Warrants to the Warrant Agent at any 
of the offices of the Transfer Agent of the Bank’s Common Shares in Canada and pay the Exercise Price or request 
conversion of First Preferred Shares Series B surrendered therewith as set forth above under ‘‘Certain Provisions of 
the First Preferred Shares Series B as a Series — Warrants’’. Warrant certificates will be in bearer form and title to 
the Warrants will pass by delivery of Warrant certificates. Warrant certificates may be subdivided or consolidated 
by presentation of the Warrant certificates to the Warrant Agent. 


No fractional Warrants will be issued and a purchaser pursuant to this offering will not be entitled to any cash 
payment or other compensation in respect of his purchase of such number of First Preferred Shares Series B as 
would otherwise result in his entitlement to a fractional Warrant. 


Upon exercise of a Warrant, the Bank reserves the right not to issue Common Shares to any person whose 
address is in, or whom the Bank or its agent has reason to believe is a resident of, the United States of America, its 
territories or possessions. (See also ‘‘Restraints on Bank Shares under the Bank Act’’.) 


The Bank may purchase in the market, by private contract or otherwise all or any portion of the Warrants on 
such terms as the Bank may determine. 


Warrant Indenture 


The Warrants will be issued under an indenture (the ‘‘Warrant Indenture’’) to be dated as of June 9, 1983 
between the Bank and Montreal Trust Company of Canada, as Warrant Agent. The Warrant Indenture will contain 
provisions to the effect that in the event of any reclassification of the Common Shares into other shares or in the 
case of the consolidation, amalgamation or merger of the Bank with another entity, a proportionate change will be 
made in the number and kind of securities issuable on the exercise (with a cash payment) of the Warrants. The 
Warrant Indenture will also provide that the Exercise Price and the number of Common Shares which may be 
purchased will be subject to adjustment in certain events, including: 


(a) the subdivision, consolidation or reclassification of the Common Shares of the Bank; 


(b) the issue of Common Shares to all or substantially all the holders of Common Shares of the Bank by way of a 
stock dividend or otherwise, other than the issue from time to time of Common Shares of the Bank by way of 
a stock dividend or dividend reinvestment plan to shareholders who elect to receive dividends in shares in lieu 
of receiving cash dividends paid in the ordinary course; 


(c) the issuance of rights, options or warrants to all or substantially ail the holders of Common Shares of the Bank 
entitling them within a period of 45 days to acquire Common Shares or securities convertible into or 
exchangeable for Common Shares of the Bank at a price per share (or having a conversion or exchange price 
per share) less than 95% of the then Current Market Price of the Common Shares of the Bank, which shall be 
defined as the weighted average price at which the Common Shares have traded on the Montreal and Toronto 
stock exchanges during any 30 consecutive trading days ending on a date within 15 business days preceding 
the record date for such issuance; and 

(d) the distribution to all or substantially all the holders of Common Shares of the Bank of shares of any other 
class or of rights, options or warrants (other than those expiring within 45 days) or of evidences of 
indebtedness or of assets (excluding cash dividends paid in the ordinary course). 

The Bank will be required to give at least 14 days notice to holders of Warrants by publication in a newspaper 
of general circulation and to all registered holders of First Preferred Shares Series B of the record date for the 
above events other than a subdivision, consolidation or reclassification of the Common Shares. The Bank will not 
be required to make adjustments in accordance with the foregoing or to give any notice unless the cumulative effect 
of such adjustments would change: the exercise basis by at least 1%. 

In the event that the foregoing adjustments would entitle the holder of Warrants to acquire a fractional 
Common Share, no such fraction shall be issued but the Bank shall instead pay to the holder of the Warrants, upon 
his exercise of all Warrants surrendered for the number of full Common Shares subject thereto, cash in lieu of such 


fractional share. 


No holder of Warrants shall be entitled to vote or receive dividends or be deemed for any purpose the holder 
of Common Shares or of any other securities of the Bank which may at any time be issuable on the exercise of the 
Warrants until the Warrants are properly exercised as provided in the Warrant Indenture. 


Certain Provisions of Other Shares 


The following is a summary of the material attributes of the First Preferred Shares Series A as a series, Second 
Preferred Shares as a class, the Second Preferred Shares Series A as a series and the Common Shares of the Bank. 


First Preferred Shares Series A 
Provisions attaching to the First Preferred Shares Series A as a series entitle the holders thereof to: 

(a) fixed cumulative cash dividends at the rate of $1.88 per share per annum in priority to any dividends on the 
Second Preferred Shares and the Common Shares; 


(b) the right to one vote per share at shareholders’ meetings of the Bank other than serial or class meetings of 
another series or class of shares but only upon the failure of the Bank to pay eight quarterly dividends on the 
“shares, whether consecutive or not; and 

(c) the benefit of a purchase obligation on the part of the Bank to use all reasonable efforts to purchase in the 
market 48,000 First Preferred Shares Series A in each calendar quarter, cumulative only within each calendar 
year, at prices not exceeding $25 per share plus costs of purchase. 
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Second Preferred Shares as a Class 


Issuable in Series 


The Second Preferred Shares may be issued from time to time in one or more series with such series rights, 
privileges, restrictions and conditions as the directors of the Bank may determine by resolution. 


Priority 


The Second Preferred Shares of each series rank on a parity with the Second Preferred Shares of every other 
series, and are entitled to preference over the Common Shares and any other shares ranking junior to the Second 
Preferred Shares with respect to the payment of dividends and in the distribution of property in the event of the 
liquidation, dissolution or winding up of the Bank. The Second Preferred Shares rank junior to the First Preferred 
Shares with respect to the payment of dividends and in the distribution of property in the event of the liquidation, 
dissolution or winding up of the Bank. 


Creation and Issue of Shares 


Pursuant to the Bank Act the Bank may not without the approval of the holders of the Second Preferred Shares 
create any other class of shares ranking equal with or prior to the Second Preferred Shares. In addition, the 
approval of the holders of the Second Preferred Shares as a class given as specified below under ‘‘Shareholder 
Approvals’’ is required if any dividends are in arrears on any outstanding series of Second Preferred Shares (i) for 
the creation or issuance of any shares ranking prior to the Second Preferred Shares and (11) for the creation or 
issuance of any additional series of Second Preferred Shares or of any shares ranking on a parity with the Second 
Preferred Shares. 


Voting Rights 


The directors are empowered to set voting rights for each series. The holders of the Second Preferred Shares 
are not entitled to any voting rights as a class except as provided above or by law or with respect to the right to 
vote on certain matters as described under ‘‘Shareholder Approvals’’ below. 


Shareholder Approvals 


The approval of all amendments to the provisions attaching to the Second Preferred Shares as a class and any 
other approval to be given by the holders of the Second Preferred Shares may be given in writing by the holders of 
not less than all of the outstanding Second Preferred Shares or by a resolution carried by the affirmative vote of not 
less than 6673% of the votes cast at a meeting of holders of Second Preferred Shares at which a quorum of the 
outstanding Second Preferred Shares is represented. A quorum at any meeting of Second Preferred shareholders is 
51% of the shares entitled to vote at such meeting except that at an adjourned meeting there is no quorum 
requirement. At any meeting of Second Preferred shareholders as a class, each such holder shall be entitled to one 
vote in respect of each $1.00 of issue price of the Second Preferred Shares held by such holder. 


Second Preferred Shares Series A 


The Second Preferred Shares Series A were issued for $25 per share and carry a dividend of $2.75 per share. 
Each Second Preferred Share Series A is convertible at the option of the holder at any time up to and including 
December 8, 1988 into one Common Share of the Bank upon payment by the holder of $5, being a conversion 
price of $30 per Common Share, subject to adjustment in certain events. If, after December 8, 1984 and prior to 
December 8, 1988, the Common Shares have traded at a price in excess of 125% of the prevailing conversion price 
for a specified period, the Bank shall have the right to convert the Second Preferred Shares Series A into Common 
Shares at the prevailing conversion price. No additional payment will be required from the holders of Second 
Preferred Shares Series A so converted. Based on the initial conversion price of $30 per Common Share, 0.833 of a 
Common Share would be issued for each Second Preferred Share Series A. The Second Preferred Shares Series A 
will be retractable at the option of the holder on December 9, 1988 at a price of $28.75 per share plus all accrued 
and unpaid dividends. The Second Preferred Shares Series A are not redeemable prior to December 10, 1988 
(unless 10% or less of the Second Preferred Shares Series A originally issued are outstanding in which case the 
Bank may redeem all but not part of such shares) and thereafter are redeemable at $25 per share plus all accrued 
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and unpaid dividends. Commencing with the calendar quarter ending March 31, 1989, the Bank will use its best 
efforts to purchase in the open market at a price not exceeding $25 per share plus costs of purchase in each quarter 
1% of the number of Second Preferred Shares Series A outstanding at December 10, 1988. The obligation is 
cumulative only within each calendar year. The Second Preferred Shares Series A will carry the right to one vote 
per share in the event eight quarterly dividends are in arrears, whether or not consecutive. 


Common Shares 


The holders of the Common Shares are entitled to receive dividends as and when declared by the Board of 
Directors of the Bank, subject to the preference of all classes of preferred shares. Subject to the restrictions set 
forth below under *‘Restraints on Bank Shares under the Bank Act’’, a holder of Common Shares is entitled to one 
vote for each Common Share at all meetings of shareholders except meetings at which only holders of a specified 
class or series of shares are entitled to vote. In the event of liquidation, dissolution or winding up of the Bank, after 
payment of all deposit liabilities and other outstanding debts and subject to the preference of the preferred shares, 
the remaining assets of the Bank would be distributed pro rata to the holders of the Common Shares. 


Restraints on Bank Shares Under the Bank Act 


The Bank Act contains restrictions on the allotment, transfer, acquisition, holding and voting of all shares of a 
chartered bank including the First Preferred Shares Series B. In summary these restrictions do not permit banks, 
including the Bank, to issue or transfer shares of any class to: 


(a) a non-resident if the total number of shares of that class held by all non-residents exceeds or would 
thereby exceed 25% of the shares of that class; 


(b) any person if the total number of shares of that class held by that person and others associated with him 
exceeds or would thereby exceed 10% of the shares of that class; or 


(c) Her Majesty in right of Canada or in right of a province or an agent of Her Majesty or a foreign 
government or any agent of a foreign government. 


In addition, no person is permitted to acquire, hold or beneficially own shares of a class of a bank if the total 
number of shares of that class held or beneficially owned by that person and others associated with him exceeds or 
would thereby exceed 10% of the outstanding shares of that class. The restrictions on voting rights contained in the 
Bank Act provide that a Canadian resident holding shares of the Bank in the right of and for the use or benefit of a 
non-resident may not exercise the voting rights pertaining to such shares and, generally speaking, prohibit the 
voting of shares of a class held by or for a person or his associates if the shares of that class held by or for that 
person and his associates are in excess of 10% of the shares of that class. 


Purchasers of the First Preferred Shares Series B may be required to furnish declarations relative to certain of 
the foregoing matters in a form prescribed by the Bank. The Bank may also require any holder of Warrants desiring 
to exercise the right to acquire Common Shares to submit a declaration in respect of certain of the foregoing 
matters in a form prescribed by the Bank. 


Canadian Income Tax Considerations 


In the opinion of G. Harold Pickel, Assistant General Counsel, Corporate, of the Bank and Ogilvy, Renault, 
the following is a summary of the principal Canadian federal income tax considerations for prospective purchasers 
who are residents of Canada and who will hold their First Preferred Shares Series B and Warrants as capital 
property. Prospective purchasers are advised to consult their tax advisors as to their own particular income tax 


consequences. 


Dividends 

An individual will be subject to income taxes on dividends received or deemed received on the First Preferred 
Shares Series B and will receive the benefit of income deductions and dividend tax credits with respect to such 
dividends as would normally apply to taxable dividends paid by taxable Canadian corporations. 


A corporation will be entitled to deduct dividends received on the First Preferred Shares Series B in computing 
its taxable income, except where such deduction is denied to a “‘specified financial institution’’ pursuant to the 
provisions of section 112(2.1) of the Income Tax Act (the “‘Act’’). A private corporation which is entitled to 
deduct dividends received on the First Preferred Shares Series B in computing its taxable income will be subject to 
the refundable tax provisions of Part IV of the Act. 

1] 


Allocation of Purchase Price 


Where a warrant is issued with a preferred share of a corporation but is severable from it and can be separately 
traded, and where the total issue price of the warrant and the preferred share is at or below the redemption price of 
the preferred share, the current administrative practice of Revenue Canada, Taxation, as set out in its Interpretation 
Bulletin IT-96R3, is to allocate no part of the issue price to the warrant. On this basis, the adjusted cost base of a 
Warrant to an initial purchaser of First Preferred Shares Series B would be nil. Interpretation Bulletins may be 
amended and in any event are not binding upon Revenue Canada, Taxation. 


Warrants 
(1) Exercise with Cash Payment 


The exercise of a Warrant with a payment in cash will not have any adverse tax consequences to the holder of 
the Warrant. The cost of the Common Shares received upon the exercise of the Warrant will be an amount 
equal to the cash paid together with the cost, if any, of the Warrant, subject to the averaging provisions of 
Section 47 of the Act. 


(ii) Conversion of First Preferred Shares Series B with Warrants 


The conversion of First Preferred Shares Series B with Warrants into Common Shares will not have any 
adverse tax consequences to the holder of the First Preferred Shares Series B and Warrants. The cost of the 
Common Shares received upon the conversion will be an amount equal to the cost of the First Preferred Shares 
Series B converted together with the cost, if any, of the Warrants, subject to the averaging provisions of 
Section 47 of the Act. No capital gain or loss will be realized on the First Preferred Shares Series B that are 
converted or the Warrants tendered on such conversion. Under the present assessing practice of Revenue 
Canada, Taxation, a holder of First Preferred Shares Series B who upon conversion receives cash not in excess 
of $200 in lieu of a fraction of a share may either include the gain or loss on the disposition of the fraction of 
a share in computing his income for the year of conversion or, alternatively, reduce the adjusted cost base of 
the Common Shares received on the conversion by the amount of cash received. 


(iii) Expiration of Warrants 


The expiration of a Warrant will give rise to a capital loss in the hands of the holder equal to the cost, if any, 
of the Warrant. 


Redemption 


Any premium paid on redemption of the First Preferred Shares Series B will be treated for income tax 
purposes as a capital gain or a reduction of a capital loss (half of which would constitute a taxable capital gain or 
allowable capital loss) in the hands of all holders other than private corporations, in whose hands it will be treated 
as a dividend. 


Quebec Stock Savings Plan 


The First Preferred Shares Series B of the Bank will not qualify as securities eligible for inclusion in a stock 
savings plan. 


The Bank confirms that the Bank’s Common Shares acquired by virtue of the exercise of Warrants by payment 
in cash will qualify as securities eligible for inclusion in a stock savings plan under the Taxation Act (Quebec). For 
1983, 100% of the cost of such Common Shares acquired during that year will qualify for deduction. As a result of 
the Budget presented by the Finance Minister of Quebec, on May 10, 1983, the Bank’s Common Shares so 
acquired in 1984 and starting in 1985 will only qualify for a deduction to the extent of 75% and 50% of their cost 
respectively. 


The Bank’s Common Shares acquired by virtue of the conversion of First Preferred Shares Series B into 
Common Shares will not qualify as securities eligible for inclusion in such a plan. 


Price Range and Trading Volume of Common Shares 


The Common Shares of the Bank are listed on the Montreal, Toronto, Winnipeg, Alberta, Vancouver, and 
London (England) stock exchanges. The following tables set forth the composite market price range and trading 
volume of Common Shares of the Bank on the Montreal and Toronto stock exchanges for the periods indicated. 
Prices and volumes of Common Shares reflect the two-for-one split effected in March 1981. 
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Volume 
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PPOIGROUCRCE. st Ak chlor taints $0. pone ee nes wea ane, fer ee Ane 29.25 24.13 2,102,609 
MRORPEMO OM AINCE! 2 go. cA lab Bint oir GB ep eoere we cas Gael Ue Re 27.88 ase 2,844,044 
ee MALMO ABLOR: 8! sia. d lw vibe lca eee ee 27.00 21.63 2,112,866 
RE COMMUCMIAICTio: sks no a vskte tts. iad aiety Cea deeb res 23850 18.75 4,289,741 
PIIRCIBOMEAN(CTS: sto Weeder olhisk ele tem aero. Bo. Bae 2 eee 24.88 18.00 5,640,670 
OME OUATICH A). aouytic. Ike go GENIE heli ae SEO cone 23505 20.88 6,023,522 
Rem AR Iver at ly ee ie ee at ne ee ae 28.25 Dowd 1,654,386 
Re CIC ARY Ber es ei eae ct wicca ee ek eT ee 30375 250, 2,391,007 
SU STICUY 5 ee Rr deny Seen mE, any MPI vm Fe aon nh 32.88 30.00 1,721,494 
EXIST 4 3 ia Ge ne ORE re en eee aoe ener ann rag SM CUe 35.88 SATS 1,958,896 
PEAY EON SILO DOU) < ece Macnee en ie hea eae nee 36.00 Seow 1,345,957 


The closing sale prices of the Common Shares on the Montreal and Toronto stock exchanges on May 25, 1983 
were $3314 and $33%, respectively. 


Dividend Record 


The following table sets forth the dividends declared by the Bank over the periods indicated: 
Year ended October 31 


1982 1981 1980 1979 1978 

Pirst Preferred Shares Series A (per share). .......... 4; Sy 1.88) 5 3) 4 = = — 

(issued February 27, 1981) 

AMOUIT Cis (HOUSANGS) oss 5a bate kone dee cae o ae $ 11,039 $ 8,546 = = = 
Second Prefemred Shares Series A (per share). eas. $ 2.6425 — — = ae 

(issued December 9, 1981) 

AIOE dir UNOUSANGS) in oe sick es Sung cle loath foe S22, 197 = ox es my. 
Gomminonssnares: (NetShare aa opis ..) lees. Sey dak ie Si: 00 0 Sadi sO ate Sa bt06 $ 1.09 S048 

ONO UNE AMM HOUSAIIGS)) ese ters 6 yaad atte SA PK $168,228 $139,430 $94,549 $79,767 $57,265 


On November 24, 1982, February 24, 1983 and May 24, 1983 the Bank paid quarterly dividends of $0.47 per 
First Preferred Share Series A, $0.6875 per Second Preferred Share Series A and $0.50 per Common Share. The 
indicated annual dividend rate on the Bank’s Common Shares is $2.00 per Common Share. 


Earnings Coverage 


The maximum annual dividend requirements on all First Preferred Shares after giving effect to the maximum 
amount of this issue will amount to approximately $32.5 million. The Bank’s net income (after income taxes and 
before minority interests in subsidiaries) for the twelve months ended January 31, 1983 was $390.3 million. This 
amount is approximately 12.0 times such annual dividend requirements. 


The maximum annual interest requirements on the Bank’s debentures outstanding at January 31, 1983 
(assuming for the Bank’s two series of floating rate debentures an average prime rate of 11% and average 6 month 
LIBOR of 9%, respectively) will amount to $124.9 million. The maximum annual dividend requirements on the 
First Preferred Shares including this issue (grossed-up to a pre-tax equivalent basis assuming an effective tax rate of 
50.3%) will amount to $65.4 million. The Bank’s net income before the deduction of interest on debentures and 
income taxes for the twelve months ended January 31, 1983 amounted to $542.8 million. This amount is 
approximately 2.9 times the total maximum debenture interest and grossed-up maximum dividend requirements of 


$190.3 million. 
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Asset Coverage 


As at January 31, 1983 and after giving effect to the maximum amount for this issue, the adjusted net assets of 
the Bank available for the First Preferred Shares were as follows: 
January 31, 1983 


(in millions of dollars) 


TOTAL SASSCUS oo ee eee ee a ee. eta Eos th Saas Stace eRe en eet eee $86,886 
Deduct Deposit labiities: ss eae ae ee eee i a a eee $76,610 
Other Ta bilges os cssecanca. eee ooo es hae hee Te a oat Ee ag ge 6,212 
Provision for taxation on 
Appropriations for Contingencies (321-2 vat. 4a. 3,00 ee 32 82,854 
Net’ ASSEtS Se ie as eee bre were Se Son En © oP ne eS eo ner ae 4,032 
Add: = “Net proceeds of this issue... Sa ssvne = cote = eee tren eee 291 
Adjusted net assets: before deduction of debentures ...........-+...0..+.2:2++5-%, 4,323 
Less: “Deberitures*<2 aoe) Sesame 13123 
Adjusted net assets available for First Preferred Shares’ °7" 7. 2-0-2222 = $ 3,200 


(1) For purposes of calculating asset coverage a provision for income tax has been made on Appropriations for Contingencies to convert the 
entire amount of that account to a tax-paid basis. 
The adjusted net assets before deduction of debentures amounted to 2.8 times the aggregate of the principal 
amount of such debentures and the aggregate issue price of the First Preferred Shares including this issue. 


The adjusted net assets available for First Preferred Shares amounted to 7.2 times the aggregate issue price of 
the First Preferred Shares including this issue. 


Plan of Distribution 


Under an underwriting agreement dated May 26, 1983 between the Bank and Wood Gundy Limited, Nesbitt 
Thomson Bongard Inc., Dominion Securities Ames Limited and Pitfield Mackay Ross Limited (the 
‘‘Underwriters’’), the Bank has agreed to sell and the Underwriters have agreed to purchase, severally, on June 9, 
1983, or on such other date not later than July 1, 1983 as may be agreed upon, subject to the terms and conditions 
stated therein, all but not less than all of the 14,000,000 First Preferred Shares Series B offered hereby at an 
aggregate price of $280,000,000 payable in cash to the Bank against delivery of such First Preferred Shares Series 
B. The agreement provides for the Bank to pay the Underwriters an aggregate fee of $8,400,000. : 


The Bank has granted the Underwriters an option to purchase up to a maximum of 1,000,000 additional First 
Preferred Shares Series B at a price of $20 per share payable in cash to the Bank against delivery of such First 
Preferred Shares Series B. The Bank has agreed to pay the Underwriters a fee of $0.48 per share in respect of such 
additional First Preferred Shares Series B purchased. The option is exercisable in whole or in part and from time to 
time on or before June 8, 1983 only for the purpose of covering over-allotments, if any, made by the Underwriters 
in connection with this offering. All fees payable to the Underwriters will be paid on account of services rendered 
in connection with the offering and will be paid out of the general corporate funds of the Bank. 


The obligations of the Underwriters under the underwriting agreement may be terminated at their discretion on 
the basis of their assessment of the state of the financial markets and may also be terminated upon the occurrence 
of certain stated events. The Underwriters are, however, obligated to take up and pay for all First Preferred Shares 
Series B which they have obliged themselves to purchase if any of the First Preferred Shares Series B are purchased 
under such agreement. In connection with this offering the Underwriters may overallot or effect transactions which 
stabilize or maintain the market price of the First Preferred Shares Series B, the Second Preferred Shares Series A 
and the Common Shares of the Bank at levels other than those which might otherwise prevail in the open market. 
Such transactions, if commenced, may be discontinued at any time. 


The Bank has undertaken to provide notification of the exercise of Warrants and of the conversion of First 
Preferred Shares Series B with Warrants to the securities regulatory bodies in Canada where such notification is 
necessary so that sales of the Common Shares issuable in connection therewith will not be subject to prospectus 
requirements. Sales of such Common Shares will not be subject to prospectus requirements (except for parties in a 
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special relationship with the Bank if the Bank is in default of any requirement of the applicable securities act and 
regulations) provided that no unusual effort is made to prepare the market or create a demand for the Common 
Shares and no extraordinary commission or other consideration is paid in respect of the trade. 


Application of Proceeds 


The proceeds to the Bank from the sale of the First Preferred Shares Series B offered hereby, after deducting 
estimated expenses of the issue and the fees payable to the Underwriters to be paid out of the general corporate 
funds of the Bank, will amount to a minimum of approximately $271,200,000 and a maximum of approximately 
$290,720,000. Such proceeds will be added to the Bank’s general funds and will be utilized for general banking 
purposes. The purpose of this issue is to enlarge the Bank’s primary capital base. 


Shareholder Dividend and Share Purchase Plan 


The Bank has a Shareholder Dividend and Share Purchase Plan which offers to holders of Common or 
Preferred Shares a convenient method of reinvesting cash dividends in new Common Shares of the Bank or of 
receiving stock dividends in the form of new Common Shares of the Bank in lieu of cash. In each case the new 
Common Shares of the Bank are issued at 95% of the average market price as defined in the Plan. A participant in 
the Plan may also make optional cash payments as frequently as once a month for an aggregate amount up to 
$5,000 per quarter to purchase new Common Shares at 100% of the average market price. There are no 
commissions payable by participants and all administrative costs are paid by the Bank. 


The Bank intends to take the steps necessary to extend to the holders of First Preferred Shares Series B the 
right to participate in the Bank’s Shareholder Dividend and Share Purchase Plan. 


Prior Sales 


Under the terms of the Shareholder Dividend and Share Purchase Plan available to its shareholders, the Bank 
has issued 2,885,874 Common Shares at a value of $67,597,564 during the twelve months ended January 31, 1983. 


Eligibility for Investment 

In the opinion of G. Harold Pickel, Assistant General Counsel, Corporate, of the Bank and Ogilvy, Renault, at 
the time of issue, the First Preferred Shares Series B will be eligible investments, without resort to the so-called 
‘‘basket’’ provisions but subject to general investment provisions, for: 

(i) insurance companies regulated under the Canadian and British Insurance Companies Act (Canada), the 

Foreign Insurance Companies Act (Canada) and legislation of British Columbia, Alberta, Ontario and 
Quebec governing insurance companies; 

(ii) loan companies regulated under the Loan Companies Act (Canada) and legislation of Ontario governing 

loan companies; 

(iii) trust companies regulated under the Trust Companies Act (Canada) and legislation of Alberta and Ontario 

governing trust companies; 

(iv) pension funds regulated under the Pension Benefits Standards Act (Canada) and legislation of Alberta, 

Ontario and Quebec governing pension funds; and 

(v) a trust governed by a registered retirement savings plan or by a registered home ownership savings plan 

under the Income Tax Act (Canada). 

In addition, in the opinion of such counsel the Warrants, when issued and listed on The Montreal Exchange 
and The Toronto Stock Exchange will be eligible investments for a trust governed by a registered retirement savings 
plan or by a registered home ownership savings plan under the Income Tax Act (Canada). The Bank anticipates that 
the Warrants will be listed on such exchanges on July 8, 1983 when such Warrants will be issued to holders of 
record of the First Preferred Shares Series B on such date. 


Auditors, Transfer Agent and Registrar 


The Bank Act requires shareholders of the Bank to appoint at each annual general meeting two qualified firms 
of auditors to act as auditors of the Bank until the next annual general meeting. When the same two firms of 
accountants have been appointed for two consecutive years as auditors, one such firm shall not be appointed as 
auditor for the period of two years next following the expiration of the term for which that firm was last appointed. 
At the annual meeting of January 13, 1983 the shareholders appointed Touche Ross & Co., Montreal and Deloitte 
Haskins & Sells, Montreal as auditors of the Bank. 

Montreal Trust Company of Canada at its principal transfer office in the cities of Halifax, Montreal, Toronto, 
Winnipeg, Regina, Calgary and Vancouver is the transfer agent and registrar for the First Preferred Shares Series 
A, the Second Preferred Shares Series A, and will be the transfer agent and registrar for the First Preferred Shares 
Series B. 

The transfer agent and registrar for the Common Shares of the Bank is Montreal Trust Company of Canada at 
its principal office in Halifax, Montreal, Toronto, Winnipeg, Regina, Calgary and Vancouver and is the Bank in 
London, England. 


Debentures, Liabilities of Subsidiaries other than Deposits, Minority Interests in Subsidiaries, 
Appropriations for Contingencies and Shareholders’ Equity 


Debentures of the Bank: (1) 


SOUS ECOMUALV al SLOSS Ory kee seks ac een iam oe 
OVarduce Mayet ore O8Ortvs ts eee eee oh ee ae mae 
OAM) NTT Cem OS Of teks cprsaucBe coke ciiecsrbianerationomns «cle omas ies 
Nroyatl 75 WSS CAN ae reene tes me BOE ceed ee eRe 
DT ORCIS AUTISM LO Oi issue Senses Sd 6.2 4 sap tiabgitarramem NN skete Moms ene 
i econdtes December VOSS. hci ete coe ce cusbeevenu sie e 
DYE GUO LN BY all eG HERS Ne ean a ae aie et A 
Oss Uonduerhepruary slo. LOS9R ve. fase es eee ae ee 
IN@VCID SIMO NLOION(G)) Gee es ce eee. ac i he c 
fivomduceA pele SOO tatiana yee, sees. ilseklen boars Se 
ie oaconvertible due wulys22, 199 (4) oa ee cela 
Gonvertibledue December 9, L991 (SG)... 2 Son. 
SPC eDataLyillS GODS eae ciety pe dee Ss ae oe 
NOE ves lay Rls) WLOO4 Mae See Sok. omovies aeelsuantes, 8 arene 
hOSerdueyDecember:|! qk 99OA (GO) sspescuere ic ez aims aye spore yates 
ie ondueaN avid 2-e2 000 mire. aaa apart trea dtonuaets 


Liabilities of Subsidiaries other than Deposits (7) ........... 
Minorityeinterests insSubsidianies (14): 22 eRe. ee 


Appropriations for Contingencies (8)(14).................. 


Shareholders’ Equity: 
Capital stock: 


First Preferred Shares without par value .......... 


Issued — $1.88 cumulative redeemable 


CELESTAU (ONE, cast nntnee ester 


$1.45 cumulative redeemable 


Sones, Balthis 1SSUC) en weer oe 


Second Preferred Shares without par value......... 


Issued — $2.75 cumulative redeemable 


convertible Series A (9)(11) 
Gonmmonuswanesr( U2) (US) seat aes ojre se oe ee 
I KSTUSER ye ye PN Ry = RU ey ee cr 


Conisinnictel Stiws ('S)iescosscueocendnacasoeponoor 
Retamedubarmimes (I). acct cel: oasis Sr 


Total Debentures, Liabilities of Subsidiaries other than 
Deposits, Minority Interests in Subsidiaries, 
Appropriations for Contingencies and 


Sharcholders@equity, ote cee tae cas ene eile nie 


Authorized 


$40,000 
40,000 
60,000 
U.S.100,000 
75,000 
50,000 
35,000 
75,000 
75,000 
75,000 
100,000 
260,000 
40,000 
40,000 
75,000 
U.S.75,000 


1,250,000 
(50,000,000 shs) 


160,000 
(6,400,000 shs) 


300,000 
(15,000,000 shs) 


1,250,000 
(50,000,000 shs) 


210,000 
(8,400,000 shs) 

250,000 
(250,000,000 shs) 


Outstanding as at 


October 31, 
1982 


April 30, 
1983 


(unaudited) 


(thousands of dollars) 


$ 40,000 
40,000 
60,000 

122,550 
75,000 
789 
26,685 
75,000 
75,000 
2 O25 
100,000 
260,000 
36,350 
40,000 
75,000 
BONS 


lI 


346,554 
2,249 
100,894 


144,038 
(5,761,500 shs) 


210,000 
(8,400,000 shs) 


84,833 
(84,832,574 shs) 
451,965 

1,891,650 


2,782,486 


$4,353,395 


$ 40,000 
40,000 
60,000 

122,430 
75,000 
789 
26,151 
75,000 
75,000 
2,924 
100,000 
260,000 
36,058 
40,000 
75,000 
91,823 


1,120,175 


341,311 
2,628 
63,894 


142,358 
(5,694,300 


210,000 
(8,400,000 


588,324 
(86,824 448 


OSS Io2 
2,896,674 


$4,424,682 


shs) 


shs) 


shs) 


Outstanding 
as at 
April 30, 1983 
after 
giving effect 


to this issue 


(unaudited) 


$ 40,000 
40,000 
60,000 

122,430 
75,000 
789 
26,151 
75,000 
75,000 
2,924 
100,000 
260,000 
36,058 
40,000 
75,000 
91,823 


1,120,175 


341,311 
2,628 
63,894 


142,358 
(5,694,300 shs) 


280,000 (10) 
(14,000,000 shs) 


210,000 
(8,400,000 shs) 


588,324 
(86,824,448 shs) 


O59, 992 
3,176,674 


$4,704,682 


Notes: : 

(1) The debentures (which are all issued by the Bank) are subordinate in right of payment to the claims of depositors and other unsubordinated 
creditors. The aggregate amount of debentures which may be outstanding is governed by the Bank Act. 

(2) The April 7, 1987 debentures bear interest at a rate equal to the average of the 6 months LIBOR. 

(3) The November 15, 1990 debentures bear interest at a rate of 5/8 of 1% below the Bank’s average daily Canadian prime rate. 

(4) The Convertible Debentures due July 22, 1991 are convertible at the option of the holder prior to July 21, 1991 into Common Shares at a 
conversion price of $35.00 per Common Share. These debentures are also convertible at the option of the Bank on or after July 23, 1986 at 
a conversion price of $35.00 per Common Share if the Common Shares have traded on the Montreal and Toronto stock exchanges at or in 
excess of certain weighted average prices. 

(5) The Convertible Debentures due December 9, 1991 are convertible at the option of the holder at any time up to and including December 9, 
1991 into Common Shares of the Bank at a conversion price of $30 per Common Share, subject to adjustment in certain events. The 
Debentures bear interest at the rate of 15’2% to December 9, 1983 and 114% thereafter. 

(6) The December 1, 1994 debentures are retractable at the option of the holder on December 1, 1984 and callable on or after that date. 

(7) Reference is made to Note 10 to the Consolidated Financial Statements. 

(8) Appropriations for contingencies is an amount set aside by the Bank in addition to the amount which it determines should be deducted from 
its loan portfolio in respect of doubtful accounts and is available to provide for possible losses not yet known which may be incurred in 
realization of existing loans. Reference is made to Note | to the Consolidated Financial Statements. 


(9) Reference is made to Note 13 to the Consolidated Financial Statements for particulars of the purchase obligation for these shares. 


(10) Does not include the First Preferred Shares Series B which may be issued pursuant to the option granted to the Underwriters to cover 
over-allotments. 

(11) Each Second Preferred Share Series A is convertible at the option of the holder at any time up to and including December 8, 1988 into one 
Common Share of the Bank upon payment by the holder of $5, being a conversion price of $30 per Common Share, subject to adjustment 
in certain events. 

(12) The Common Shares which are reserved for issuance upon conversion of the 12% Convertible Debentures due July 22, 1991, the 
Convertible Debentures due December 9, 1991 and the Second Preferred Shares Series A total 19,923,810 shares. A further 7,500,000 
Common Shares will be reserved for issuance to the holders of Warrants exercising the right to acquire Common Shares. A further 503,952 
Common Shares are reserved for issuance to participants in the Shareholder Dividend and Share Purchase Plan. 


(13) The contributed surplus account includes amounts received by the Bank on issue of its common shares in excess of the par value of such 
stock. As a result of application made by the Bank, duly authorized by its common shareholders at their January 13, 1983 annual meeting, 
the Minister of Finance of Canada on February 17, 1983, approved the proposal providing that the Common Shares of the par value of 
$1.00 of the authorized capital of the Bank shall be without nominal or par value and establishing the maximum aggregate consideration for 
which all Common Shares may be issued at $3,000,000,000. As a consequence as at February 17, 1983 and in accordance with the Bank 
Act, the paid-in capital of the Bank maintained for its Common Shares has been increased by the amount of the contributed surplus 
attributable to the Common Shares prior to their being changed from par value to no par. value. 


(14) The amounts shown as at April 30, 1983 for Minority Interests in Subsidiaries, Appropriations for Contingencies and Retained Earnings do 
not include amounts in respect of net income, dividends and loss experience on loans for the three month period from February 1, 1983 to 
April 30, 1983. Retained Earnings as at April 30, 1983 has been adjusted to reflect gains on First Preferred Shares Series A purchased for 
cancellation since January 31, 1983, and the gains on First Preferred Shares Series A purchased prior to January 31, 1983 which were 
previously included in Contributed Surplus. 
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The Royal Bank of Canada 


The Bank was chartered under the laws of the Province of Nova Scotia in 1869 and commenced operations in 
Halifax, Nova Scotia, in that year. Since 1871 the Bank has been a chartered bank under the Bank Act (Canada). 
The Bank’s head office is located in The Royal Bank of Canada Building, 1 Place Ville Marie, Montreal, Quebec. 


The Bank is a Schedule A bank under the Bank Act, 1980-81-82 Statutes of Canada Ch. 40 (the ‘‘Act’’) and 
the Act is its charter. In accordance with the Act, the Bank may engage in and carry on such business generally as 
appertains to the business of banking. The Act also provides for the appointment of an Inspector General of Banks 
who is responsible to the Minister of Finance of Canada for the administration of the Act. It is his duty to examine 
and inquire into the business and affairs of each bank chartered under the Act to ensure that its provisions, having 
regard to the safety of the interests of the depositors, creditors and shareholders of banks, are being observed and 
that the banks are in sound financial condition. Reports of his examinations and inquiries are submitted to the 
Minister of Finance. 

Business of the Bank 

The Bank is the largest Canadian chartered bank and ranked fourth as at December 31, 1982 among North 
American banks in terms of total assets. In Canada, the Bank provides a full range of personal, commercial and 
corporate banking services in branches located in all the provinces and territories. The Bank conducts business on a 
global basis through approximately 100 foreign branches, representative offices and agencies and more than 100 
subsidiaries and affiliates. 


Overview of Financial Results 


The following table sets out certain financial information concerning the Bank for the five years ended October 
31, 1982 and the three months ended January 31, 1983 and 1982: 


Compound 
Three months ended ste | 
January 31 Year ended October 31 growth 
1983 1982 1982 1981 1980 1979 1978 rate (1) 
(unaudited) 
(millions of dollars except per share information) 
Mi OtalsaSSets fio a6 wn acs $86,886 $87,764 $88,456 $85,359 $61,482 $50,676 $40,603 20.9% 
DCCULIICS era cu < « 6,986 eon 6,795 7,346 6,567 6,104 4,674 14.3 
OAS aes Sena 2s Xe 59,856 57,845 60,284 S/5 1S 40,805 B23 26,977 D2 
Deposit liabilities .... 76,610 77,893 78,405 76,865 55,833 46,575 37,564 Tey 
INGE ANCOIME (2) fr css 3: PAD 81 358 478 348 290 261 Ley 
As a percentage of 
average total 
ASSEUSEinciX. ela: 50% (3) .37% 3) ~=—.40% 65% 62% 63% 10% 
AS a percentage of 
average Capital 
and Reserves.... 15.3% 3) 11.4% @G) 12.8% 19.7% 17.8% 17.9% 19.2% 
Per Common Share: 
Common 
Shareholders’ 
Equity snes $29.30 $28.26 $28.63 $27.68 $24.20 $21.05 $18.53 12:3 
Appropriations for 
Contingencies ... 0.74 Sips Be ae) Set I 2.66 2290 1.78 


Less provision for 
taxation on 
Appropriations for 
Contingencies ... (0537) (1.47) (0.60) (1.58) (1.34) (1.41) (0.86) 


$29.67 na Nes 4 BBD pias a | nae ye $22.54 $19.45 15.4 


(1) From November |, 1977 to October 31, 1982 
(2) Net income is after income taxes and minority interests in subsidiaries 


(3) Annualized 19 


Net income for the three months ended January 31, 1983 was $112 million, an increase of 39.3% over the 
corresponding period in 1982. Net income for the year ended October 31, 1982 was $358 million, a decrease of 
$120 million or 25.2% from the previous year. Net income per Common Share (on a fully diluted basis) for the 
three months ended January 31, 1983 was $1.12 an increase of $0.25 or 28.7% from the corresponding period in 
1982, and for the 1982 fiscal year was $3.68, a decrease of $2.03 or 35.6% from 1981. As at January 31, 1983 
total assets were $86.9 billion, a decrease of $0.8 billion from the previous period and $1.6 billion lower than at 
October 31, 1982. Total assets amounted to $88.5 billion at October 31, 1982 up 3.6% from October 31, 1981. 


The following table sets out the Bank’s assets and results of’ operations over the same periods as the previous 
table but segregated into domestic and international operations: 


Three months ended Compound 
January 31 Year ended October 31 meal 
growth 
1983 1982 1982 1981 1980 IAS 1978 rate (1) 


(unaudited) 


(millions of dollars) 
Average Assets 


Domesticiz: 1A. 432 $56,793  °$55,629'--. $55,983 $48,878" $36,462 1) $31,967. = $25-051 21.2% 
International....... $31,598 $31,176 $32,549 $24,610 $19,798 $14,206 $12,074 20.9% 
Net Income 
Domestiovne cavcas $69 $33 $162 $262 $154 $162 $161 8.3% 
International....... $43 $48 $196 $216 $194 $128 $100 19.8% 
Percentage of Net 
Income 
DOmesticn Aa See 61.5% 40.7% 45.4% 54.8% 44.2% 55.9% 61.6% 
International....... 38.5% 59.370 59.3% 45.2% 55.8% 44.1% 38.4% 
Return on average 
assets 
Domesticn 8 eget 48 TO, 23.70) ae cove 54% 42% 1% 64% 
International....... 54% (2) .61% (2) ~—.60% 88% ._98% .90% 83% 


(1) For the years ended October 31, 1977 to October 31, 1982 
(2) Annualized 


Organization of the Bank 


The business of the Bank is managed through five divisions: Canada, National Accounts, World Trade and 
Merchant Banking, International, and Finance and Investments. Canada Division is responsible for commercial and 
retail banking services in Canada. National Accounts deals with the financial needs of large corporations. World 
Trade and Merchant Banking provides services to exporters and importers and oversees the Bank’s world-wide 
merchant banking operations. International Division provides banking services through operating units in 46 
countries. Finance and Investments has responsibility for corporate financial management and strategies, the 
management of term deposits and other purchased funds, the investment portfolios and the raising of capital. 


Canada Division 


In Canada the Bank maintains a network of approximately 1,500 branches. These report to seven field 
headquarters which in turn report to corporate headquarters in Montreal. 


Retail Banking. The Bank’s retail operation offers a wide range of personal banking services and banking 
services to independent businesses and agricultural clients. Deposit facilities include savings accounts, chequing 
accounts and term deposits. In addition, branches offer investment certificates of Royal Bank Mortgage 
Corporation, a wholly-owned subsidiary, and registered retirement savings plans and other plans registered under 
the Income Tax Act (Canada). Consumer credit facilities include instalment loans, mortgage lending and credit card 
services. 
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Commercial Banking. Commercial banking services include operating and term lending facilities, foreign 
exchange services and letters of credit. There are also programs designed for the particular needs of various 
businesses such as those in the energy and agriculture sectors. Other specialized services include Commercial 
Finance Centres to coordinate sales financing, Automated Services to provide payroll, pre-authorized payments and 
lockbox services, and a complete financial program for both franchisors and franchisees. Cash management services 
enable clients to obtain account balance and transaction information, to transfer funds between accounts, to initiate 
payments on a world-wide basis and to receive current money market and foreign exchange rate information. 


RoyLease Limited, a wholly-owned subsidiary of the Bank, provides commercial lease financing. 


National Accounts Division 


The Bank’s National Accounts Division makes financing available to select major corporations in virtually all 
industry sectors and coordinates their total banking needs. 


World Trade and Merchant Banking Division 


World Trade and Merchant Banking Division services exporters and importers in Canada and other countries. 
In Canada, trade services are available through the Bank’s seven International Centres situated in principal cities 
while offshore trade business is pursued and serviced through and with International Division officers stationed 
around the world. 


Merchant banking services are available globally. In Canada, these services, including project finance and loan 
syndications, are provided by divisional officers directly. In other centres, merchant banking services are provided 
through wholly-owned subsidiaries primarily Orion Royal Bank Limited in London and Orion Royal Pacific Limited 
in Hong Kong. 


International Division 


The Bank has an extensive international network which includes more than 200 operating units in 46 countries, 
made up of specialized banking groups, full service branches, representative offices, agencies and subsidiaries. In 
addition, the Bank maintains approximately 4,000 correspondent banking relationships around the world. 


The Bank has decentralized its international operations into six geographical areas. 


The United States operations are headquartered in New York City, and include The Royal Bank and Trust 
Company, a wholly-owned subsidiary in New York, agencies in New York, Miami and San Francisco, a branch in 
Portland, Oregon and representative offices in six other major cities. 


The Latin America and Caribbean area operations are based in Coral Gables, Florida. In this area the Bank is 
represented in 25 countries through an extensive branch network comprising 69 branches, as well as numerous 
subsidiaries and affiliates which provide a wide range of banking services. 

The Bank’s headquarters for the United Kingdom, Ireland and Nordic Countries area is in London, a focal 
point for such activities as eurocurrency loan underwriting, syndications and project financing. The Bank and its 
subsidiaries maintain significant branch banking operations in the area. 

The Continental Europe operations are based in Paris where the Bank has a branch and a subsidiary. In West 
Germany, the Bank’s subsidiaries provide full banking services and there are subsidiaries and affiliates in the 
Netherlands, Switzerland, Belgium and representative offices in three major continental cities. 

The Bank’s Middle East and Africa area operations which are conducted from London, include a branch in 
Dubai, subsidiaries in Beirut and Athens and representative offices in Bahrain and Cairo. 


The Asia Pacific operations are headquartered in Hong Kong where the Bank has a full service branch and is 
active in both the capital and syndicated loan markets through its merchant banking subsidiary, Orion Royal Pacific 
Limited. The Bank has representative offices in Bangkok, Beijing (formerly Peking), Melbourne and Sydney, with 


branches in Seoul, Singapore and Tokyo. 


International Money Markets. The Bank maintains extensive foreign exchange trading operations involving all 
major currencies in the key money centres of the world. 


The Bank is also prominent in the euro-currency market and its money market centres will quote rates for 
deposits in several currencies. 


Syndicated Lending. he Bank participates in syndicated and consortium loans frequently as manager or 
co-manager. These loans, which are often in excess of $500 million, have included capital project financing and 
loans for hydroelectric, oil and gas and other major development projects. 


Finance and Investments Division 


The Finance and Investments Division includes the Treasury Department, the Control and Financial Planning 
Department and the Corporate Secretary’s Department. The Treasury Department, among other activities, funds the 
loan portfolio, sets rates for term deposits and other purchased funds, manages the Bank’s securities portfolios and 
that of its Pension Fund and raises capital funds for the Bank and its subsidiaries. 


Reorganization 


The Bank’s organization structure is being modified and the resultant organizational structure is expected to be 
fully operational by June 1, 1983. The President will become Chief Operating Officer and will have strategic 
management responsibility for Domestic Banking, International and Corporate Banking, and Financial Control and 
Administration. Each of these groups will be under the direction of a Senior Executive Vice-President. Domestic 
Banking will include: Commercial Banking and National Accounts, Retail Banking Canada and Global Energy. 
International and Corporate Banking will include: International Banking, World Corporate Banking, Merchant 
Banking, and World Trade Services. Financial Control and Administration will include: Control and Financial 
Planning, Operations and Systems, Productivity and Organization, Real Estate Resources and the Corporate 
Secretary’s Department, and will also have strategic responsibility for Royal Bank Realty Inc., the Bank’s 
wholly-owned subsidiary which holds and administers much of the Bank’s real estate. The organization changes 
include abolition of the Finance and Investments Division. In its place, the financial planning and control functions 
will become part of a new Financial Control and Administration Division (which, as noted above, will report to the 
President). The treasury and investments functions are being combined with foreign exchange and money market 
operations on a global basis to form a new Treasury and Money Markets Division under an Executive 
Vice-President reporting to the Vice-Chairman in Montreal. 


Classification of Assets 


The classification of the Bank’s assets as at the dates indicated and the percentage of gross revenue derived 
therefrom for the periods then ended are as set forth in the table below: 


January 31 October 31 
1983 1982 1982 1981 1980 1979 1978 
Percentage of assets devoted thereto as at (unaudited) 

such dates: 
LOANS ee cota ea en oe ee re: 68:9% ' 65.9% 68.2% 66.9% 66.4% 64.6% 664% 
Investment in securities of corporations, 

other than subsidiaries of the Bank .... 4.8 St 4.9 4.8 6.2 x ee Dey 
Investment in securities of Canada, its 

provinces and municipalities ......... oe2 onl 2.8 3.8 4.5 5.0 5.8 
Deposits: with banksoyaaiae sie ores. lata 1357, 16.0 14.9 14.8 15.3 15.0 13.4 
Other business =: “2-eieie eee eee ee 9.4 9.9 9.2 Og, 26 8.3 8.7 


100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 
Percentage of gross revenue derived Se SS SS ————S——Se Oo 


therefrom for the periods ended: 


TOans 9 Fo cee east ci eee eee re ee GSOTAY "1S DU VTA IS 2 TN O47 Leo 2.8% 
Investment in securities of corporations, 

other than subsidiaries of the Bank .... 3 31%) Bie a5 4.5 ays Bu4 
Investment in securities of Canada, its 

provinces and municipalities ......... NS) Sher” beh 3.4 4.] 4.6 Sf 
Depositswith banks ven ner oe ot 12.6 Ded 14.7 ts) £56 2) 10.4 
Other business: 49 eee eee Ow 4.3 4.6 4.4 Dee 622 vise 


Cash Resources 


The following table shows the cash resources of the Bank as at the dates indicated: 


January 31 October 31 
1983 1982 1982 1981 1980 1979 1978 


(unaudited) 


(millions of dollars) 
Notes and coins of, and deposits 


with, the Bank of Canada..... Sel SiG whe: 079 abel) 13.88 Sel OU Eire 1506 $1,544 $1,334 
Foreign currency notes and coins . 48 4] 44 49 49 43 85 
Deposits with other banks 
Wanadian currency ........... 393 320 G29 532 BEM 451 618 
Poretemrcwmencys: oo... 11,472 {35732 12,443 12,140 8,895 TASO 4,809 
Cheques and other items in 
feosiUaiiet. ew ss ew 527 812 89 1,524 | )e} 564 617 
Total Cash Resources....... O13 756m “S16,9845 “SIS,018% Sib.852.. Sil 142 $9,752 $7,463 


Primary and Secondary Reserve Requirements 


The Bank Act requires that a bank maintain a primary reserve in Canadian currency in the form of coins, notes 
or deposits with the Bank of Canada. For the six month period commencing March 1, 1983, this reserve must not 
be less on the average during any month than an amount equal to the aggregate of 10%4% (which reduces by 4% 
every six months to 10% by September 1984) of Canadian currency demand deposit liabilities, 2% of Canadian 
currency notice deposit liabilities plus 1 3/8% (which reduces by 1/8% every six months to 1% by September 
1984) of the amount by which Canadian currency notice deposit liabilities exceed $500 million, and 3% of the 
foreign currency deposit liabilities held in Canada by Canadian residents. The assets comprising the primary reserve 
are non-income producing. 


The Bank Act also empowers the Bank of Canada to require a bank to maintain, in addition to the primary 
reserve, a secondary reserve in the form of excess primary reserves, Government of Canada treasury bills and day 
loans to investment dealers at such percentage of its deposit liabilities subject to primary reserve requirements as 
may be fixed by the Bank of Canada pursuant to the Bank of Canada Act. Under this Act, the secondary reserve 
requirements may not be greater than 12%. The present requirement is 4%. 


The reserves which a bank is required to maintain are determined by reference to the assets and liabilities of 
the bank itself, of its wholly-owned foreign subsidiaries and of its subsidiaries (wholly or partially owned) that are 
factoring corporations or leasing corporations. However, the Bank Act states that some specific deposit liabilities 
are not included for reserve purposes, such as some deposits under registered retirement savings plans, registered 
home ownership savings plans and registered retirement income funds and Canadian currency deposits of 
non-residents with branches of a bank outside Canada or with offices outside Canada of its subsidiaries. 


As at January 31, 1983 the Bank was in compliance with its primary and secondary reserve requirements 
having held a daily average of $1,265 million in primary reserves against a requirement of $1,262 million and a 
daily average of $2,315 million in secondary reserves against a requirement of $1,416 million. 


Securities 

The Bank holds various types of securities to provide a measure of liquidity, to give clients an alternative 
means of financing through the purchase of their preferred shares and income debentures, and to provide an 
inventory for trading purposes. Securities are in some cases held as long-term investments. Investment decisions are 
made by the Treasury Department in accordance with established policies and guidelines. 


i) 
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The table below shows the breakdown of securities held as at the dates indicated: 


January 31 October 31 
1983 1982 1982 1981 1980 1979 1978 
(unaudited) 


(millions of dollars) 
Issued or guaranteed by Canada: 
Treasury Bills (all having a 
maturity of one year or less) . $2315 $2,464 S2e224 $2,793 $2,097 SLI55 $1,207 
Other securities maturing within 


tHECES\ Cale eee 165 {51 150 282 200 146 405 
Otheresecunties ain. oeee ocr 217 pA Bp) is 340 445 596 
2,097 2,636 2,426 3,148 2,037 2,346 2,208 

Issued or guaranteed by provinces 45 SZ ah 33 45 73 54 


Issued or guaranteed by municipal 
or school corporations in 


Canada otek aes pseahs eae sale 34 54 40 60 83 105 104 
Other Debt Securities: 
Floating rate income debentures 619 758 748 836 yee) 918 ISA 
Floating rate small business 
development bonds =. 4.14.7 714 885 806 440 6 a — 
CREE ete, eer ont oe eee S72 TAP 629 676 a9 545 399 
Equity Securities: 
Floating rate preferred shares .. 1,876 1,883 1,826 1,916 1,862 1,836 706 
Associated corporations....... 05 79 83 166 98 226 201 
Bitte de SENS Ee ON 314 193 216 ip 152 ay) ay | 
‘Lotal Securities sae ree $6,986 Si.237 $6,795 $7,346 $6,567 $6,104 $4,674 


The valuation of securities is governed by instructions issued by the Minister of Finance of Canada. Securities 
held in the investment portfolio are carried at cost (less writedowns for permanent impairment in value, the 
aggregate amount of which writedowns for the period October 31, 1978 to January 31, 1983 have not been 
significant ) in the case of shares and at amortized value in the case of interest-bearing securities. The writedowns 
for permanent impairment in value for the three months ended January 31, 1983 amounted to approximately 
$4,000,000. Securities held in the trading account (which amounted to approximately $141 million as at 
January 31, 1983) are recorded at market value. The aggregate market value of securities held by the Bank as at 
January 31, 1983 (based on an estimate of the market value of certain securities which do not have a ‘‘quoted’’ 
market price) was $6,968 million. 


The increase in the security categories of floating rate preferred shares, small business development bonds and 
income debentures is due primarily to the Bank’s purchase of these securities to accommodate corporations which 
have chosen to issue such securities as an alternative to loans. Dividends or interest received on these securities are 
exempt from tax when received by the Bank. 


Loan Portfolio 


The Bank lends to individuals, corporations and government borrowers and makes loans to and deposits with 
other banks. Approximately 78% of the dollar amount of the Bank’s loan portfolio bears interest at rates related to 
the Bank’s prime rate or the London interbank offered rate (‘“‘LIBOR’’), which may vary from time to time to 
reflect market conditions. Most mortgages held are amortized over 25 years but are written with terms of one to 
five years at a fixed interest rate. Accordingly, interest rates on mortgages are adjusted to prevailing market rates at 
least every five years. Personal instalment loans have fixed interest rates and terms. The majority of personal 
instalment loans mature in less than three years. 


Most credit applications are initially received and reviewed at the branch level. Depending on their size they 
may be approved at the branch level or at progressively more senior management levels of the Bank. Loans are 
reviewed at least annually by credit officers of the Bank and major loans are reviewed by senior management. The 
Board of Directors is informed about the more sensitive of such major loans. 
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Country or sovereign risk exposure is managed by assessing the economic, business and political conditions in 
each area of the world in which the Bank extends credit and by establishing lending limits to specific clients and 
countries. 


The following table is a breakdown of loans (excluding deposits with other banks but including lease 
receivables) by classification of borrower (prepared as at the dates indicated for statutory reporting purposes rather 
than quarter-end or fiscal year-end): 


December 31, September 30 
1982 1981 1982 1981 1980 1979 1978 
(unaudited) 
Residents of Canada (millions of dollars) 
Mortgages: 
Insured under National 
MOUS OCACt icy «\.% Aelita cs $ 273334) 92,486) ($02,373, $2548): 6 $0009 aS 22 140u *S 17806 
Convenvonalen.. «cs ee 4,317 4,065 4,280 3,879 2,310 2,014 1526 
ROTSERINOTN 6 fyccld clos. erynitssd «6 766 688 789 a2 300 102 3 
Loans to individuals.......... 7,867 Mel se 7,554 7,814 6,395 5,764 5,070 
POTICUMAITANS CoB. recs eel aps d shine 2,136 1,829 2,168 1,968 R97 1,765 1,473 
Financial institutions ......... 2,931 3,483 2,930 1,912 1,595 821 563 
WSs ONS 3 432 3,732 3,664 2,792 2ASd 1,834 1,383 
Manufacturing and industrial... 8,655 9,448 9,411 8,741 3,756 3,544 333380 
Construction and real estate... . 3,600 3,166 3,714 3,463 2,119 1,769 1,646 
Other Canadian residents...... oeOsl S20 U0 8 Oe ese 3002 a UOe 29909 
Total residents of Canada ..... 42,189 41,635 43,000 38,970 26,834 23,459 19,730 
NiO 1S 6 lel 0 ea 18,601 iZ508 17,643 16,950 11,560 9,028 7,143 
Total Loans (excluding deposits 
with other banks) ........ $60,790 $59,203 $60,643 $55,920 $38,394 $32,487 $26,873 


The Bank’s portfolio of foreign currency loans, including deposits with other banks, amounted to $36,332 
million, as at December 31, 1982. The Bank’s policy is to fund loans in a given currency with deposits from the 
same currency. In the event that this is not done, any resulting foreign exchange exposure is ordinarily fully 
hedged. 

The following table is a geographic breakdown of earning assets (loans, deposits with other banks and 
securities) of the Bank’s international operations as at October 31, 1982, 1981 and 1980 compiled on the basis of 
residence of the borrower, or, if guaranteed, of the guarantor. 


1982 1981 1980 

(millions of dollars) spel onl 
RatinvAmericarceCanbbeaniai iti. <2 cl Pias Sk RIN OMT SY 6 oe Sit 155 $ 6,698 $ 5,614 
Connbibicm aug ech) te UVR! « aut hta eh lae). GENEL» Whe eee eke Nahas ahs Seas 6,810 7,102 4,921 
RO SO ao sd sya tle ch yee crm Wye aS 2 sess lenedt Dae, eee 5,868 6,868 4,032 
United kimedon, Ireland & INordic COumtrtes co. et ee sce ge S219 5,474 3.136 
CMEC eps Capek le Acar eee eee 3,324 DBR Vols) 1,344 
JSG) DEST iG. SA SI eer ee ee en ene Sc142 2,497 1,560 
[MG PEEL Sd Rg Ce 5a PEE Te, a all aR a Se en eM Or i eae er 550 620 477 
Neuere TRON EE NGSCIS Goss 2 ear 5 3 195 san sae Bed oes aay alas $32,128 $31,384 $21,684 


There has been no material change in the geographic breakdown of the Bank’s earning assets since 
October 31, 1982. 

Although there are foreign exchange restrictions in certain of the countries in which the Bank carries on its 
operations, these restrictions do not have any material effect on the Bank’s international operations. 
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Listed below are those foreign countries in which earning assets as at October 31, 1982 exceeded 1% of the 


total loans (including deposits with other banks) of the Bank: es 
(millions of dollars) 


Unitéd: States... see eke Ro eee rare $ 5,868 
United Kingdoms. Saietshies.20hm 000, ae ee ee 4,159 
W.iGStGeritann ys. nce ilies soe 8 oa ee eee p52] 
NSIC OM are Le ck de hy Io LN ee eee 1,279 
France arses eres eter cee Les9 
Ptierto Rito. eee ee ee eee eee 1,098 
JAA ew ies ec seeen ce aoe EME Gc LS oR nee a 12028 
Be bgretnd 64.5: reie ain CRS es Fen a ee 879 
Brazil, 2.3 4 ken Se eee 812 
Totaleitseh. cSt eed, See: Pe eee $17,878 


The residences of the borrowers, or, if guaranteed, of the guarantors, of the balance of the earning assets of 
the Bank’s international operations which amounted to $14,205 million as at October 31, 1982 were in more than 
100 countries throughout the world. $3,966 million were in Latin America and Caribbean, $3,171 million in 
Continental Europe, $1,120 million in Ireland and Nordic Countries, $2,119 million in Asia Pacific, $550 million 
in Middle East and Africa and $3,324 million in Canada. 


Since October 31, 1982 there have been no foreign countries other than those disclosed in the table above in 
which earning assets exceeded 1% of the total loans (including deposits with other banks) of the Bank and there has 
been no material change in the amount of earning assets in the foreign countries set out above. 


Loan Loss Experience, Provision for Loan Losses and Appropriations for Contingencies 


The loan loss experience for a year is the aggregate principal amount of loans written off in that year, plus net 
new specific provisions (the amounts of which are initially recommended by the responsible credit officers and 
subsequently approved by senior management) made on loans identified as potentially having to be written off in 
the future, less amounts recovered on loans previously written off. Specific provisions on loans are made with due 
consideration of the economic outlook in both the domestic and international areas. Loan loss experience does not 
include amounts in respect of accrued interest on such loans, the accrued interest having been reversed as explained 
in the section ‘‘Non-Productive Loans’? under ‘‘Management’s Discussion and Analysis of the Results of 
Operations’’. The amount reported under ‘‘Loans’’ on the Bank’s Consolidated Statement of Assets and Liabilities 
is net of specific provisions. Loan loss experience is charged to Appropriations for Contingencies. 


The provision for loan losses (based upon a formula prescribed by the Minister of Finance designed to average 
the loan loss experience over a five-year period) is charged to the Bank’s Consolidated Statement of Income and 
credited to Appropriations for Contingencies. The provision for loan losses is calculated by multiplying the ratio of 
the sum of the loan loss experience to the sum of the eligible loans outstanding over a five-year period, including 
the current year, by the year-end balance of eligible loans. 


The Appropriations for Contingencies, a component of the Bank’s capital funds, appears under “‘Capital and 
Reserves’’ on the Bank’s Consolidated Statement of Assets and Liabilities. In addition to being affected by the loan 
loss experience and the provision for loan losses as explained in the preceding paragraphs, the Appropriations for 
Contingencies may also be increased annually by transferring from Retained Earnings an additional amount with 
respect to possible unidentified losses on loans. 
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The following table shows the loan loss experience for domestic and international operations and the amount of 
the loan loss provision for the fiscal years 1978 to 1982 and the three months ended January 31, 1983 and 1982. 


Three months ended 


January 31 (1) Year ended October 31 
1983 1982 1982 1981 1980 1979 1978 
Loan Loss Experience (unaudited) 
Domestic (millions of dollars) 
Consumer instalment loans 
SIOVESA 22h. ys. S? 23480. 9.8) PEON TES: . SORSIIIES) 36.5 2 <$) 25H Sel BeGis & S192 
Business and other loans .... Coe Te. et l02 e076 65.9 46.9 38.3 
106.3 DUES 530.0 144.1 91.0 Ono Sy ie) 
internationale... <2 .% S58 oo. os 437 26.5 149.6 74.5 56.0 (0.7) 12S 
Total loan loss experience... .. 150.0 TT 679.6 218.6 147.0 64.8 70.0 
Provision for loan losses based on 
MVe-yeak CXperience. .. ... +m. (19320) (63.0) (344.0) (185.6) (124.4) (106.0) (96.5) 
Charge (credit) to Appropriations 
TORMEOMPMNENCIES .*. i, sas ss - 537.0 3 140-5 3850, 35.0 5 8226 ($42) 2S (O65) 
Eligible Loans (2) 
Domestic 
Consumer instalment loans 
RIL SING ee ey seit s wn ess $5,200 $ 35,000. $ 4,962. $ 5,013 $4,042 $83356685 921990 
Business and other loans .... 44,000 43,200 40,395 34,599 See HPA 18,629 13,363 
SSS Oe ty A ees a 49,200 48 ,200 45,357 39,612 214314 22,195 18,353 
IPPETNATION Al oa. c.spsuseare Sc weve 23,400 23,300 21,204 153088 12,495 S27 BSD. 
(COLE een leh ick each ae $72,600 $71,500 $66,561 $58,650 $39,809 $32,022 $26,038 
Loss experience as a percentage of 
eligible loans 
Domestic 
Consumer instalment loans 
ISO BNL SAS. dh Beccles o 1.77% 88% Ie2 1% 13% .62% 32% 64% 
Business and other loans .... .16% 37% 1.16% 31% 28% 25% 25% 
SO PORE ils oF nce ews 86% 42% 1.17% 36% 33% .30% 31% 
ite ALON Alera. ores per antoss  gts 75% 45% 10% 39% 457% a 16% 
NO} Selena SARS AS aa an 83% 43% 1.02% 37% 71 90 .20% Ao 


(1) For the three months ended January 31 loan loss experience and the provision for loan losses based on five year experience represent one 
quarter of the total respective amounts (estimated as at January 31) for the fiscal year ending October 31. Eligible loans which are 
calculated only at fiscal year ends represent the estimated October 31 amounts. Loss experience as a percentage of eligible loans is shown 
on an annualized basis. 

Eligible loans include letters of credit, acceptances and guarantees but exclude loans to, or guaranteed by, the government of Canada or a 


(2 
province and the governments of the United States and the United Kingdom. 
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Throughout each year, on a quarterly basis, the Bank estimates its annual loan loss experience for that year 
based upon the best information available to it at that time and reflects an appropriate percentage thereof in its 
quarterly results. The provision for loan losses is similarly determined. Since January 31, 1983 there have been 
sufficient indications to suggest that total loan loss experience in fiscal 1983 might exceed fiscal 1982 experience 
by approximately 10%. Based on such an increase in total loan loss experience and on an updated estimate of 
October 31, 1983 eligible loans of $69 billion, the provision for loan losses for fiscal 1983 would amount to $470 
million, up from $344 million in fiscal 1982. 

A discussion of loan losses and non-productive loans is included under ‘‘Management’s Discussion and 
Analysis of the Results of Operations’. 


In addition to the provision for loan losses based on the five-year average loan loss experience, an annual 
appropriation for losses may be made from Retained Earnings. This is intended to provide for future losses yet to 
be identified in respect of loans. The Bank’s accumulated appropriations for contingencies consist entirely of 
tax-deductible amounts. The tax-deductible appropriations for contingencies are limited to an amount equal to 112% 
of the first $2 billion of eligible assets as at the fiscal year-end plus 1% of the remainder of these eligible assets net 


of specific provisions for losses relating to such assets. 
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The following table sets forth the Bank’s Appropriations for Contingencies for the periods indicated: 


Three months ended 
January 31 Year ended October 31 


1983 1982 1982 1981 1980 1979 1978 


(unaudited) 


(millions of dollars) 


Balance at Beginning of Period 
(all tax-deductible) ae. 22 2s. $100.9 $257.8 $257.8 $203.1 $212.1 $129.9 $ 64.3 


Loss experience on loans...... (150.0)... 177. Oa” 467953) (218.5) (147.0) (64.8) (70.0) 
Provision for loan losses 

included in the Consolidated 

Statement of Income ....... 113.0q) 63.011) 344.0 185.6 124.4 106.0 96.5 
Transfer from Retained 

Eamines: QO) aero 


Balance at End of Period 
(all tax-deductible)a ee oe $ 63.9 $243.8 $100.9 $257.8 S216 G212n $129.9 


(1) For the three months ended January 31 loan loss experience and the provision for loan losses based on five-year experience represent one 
quarter of the total respective amounts (estimated as at January 31) for the fiscal year ending October 31. 


(2) Transfer from Retained Earnings is made only at the Bank’s financial year-end. 


178.6 ais 23:6 41.0 Joa) 
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Deposit Liabilities 


The following table shows the classification of deposit liabilities of the Bank as at the dates indicated: 


January 31 October 31 
1983 1982 1982 198] 1980 1979 1978 
(unaudited) 


(millions of dollars) 
Canadian Dollar Deposit 
Liabilities to: 


Canada rae tere ee $71,309" S 1,870 7S "6969S S445 S610" 8 F629 eee ete 
PIOVINCESa ua ence een ite 33 81 48 66 83 149 130 
Banks Wr. meetin yuaciecey area 1,128 599 1,019 813 35) 326 404 
NAC VIdDALS sree e eeeeaaiee. aot icon 25,615 23,478 25,970 23,924 19,894 15,829 13,086 
CEM C ies cer mone sarcasm 11,897 PER Ks 13,340 13,309 10,759 O35 8,165 

Total Canadian Dollar Deposit 
ia bilticS can oe..0- eee Swe 39,346 41,079 38,956 uO! 26,068 22,889 


Foreign Currency Deposit 
Liabilities to: 


“Banks: 1 .ee ete ee aes 18,884 20,441 18,744 195736 11331 10,025 6,974 
Individuals: (75 62.24 eee te 6,338 95536 6,055 55338 35995 S515 3,069 
Others . 2. a. Pie eee 11,406 Pea pe LAS OF 123835 8,606 6,967 4,632 

Total Foreign Currency Deposit 

Liabilities en oa een ee 36,628 38,549 SF o20 31,909 23950 20,507 14,675 
Total Deposits. esse ee $76,610. \$77,895 $78,405 $76,865 $55,833 $46,575... $37,564 


The Bank has a diversified deposit liability base. Savings of individuals which represent a very stable source 
of funds accounted for 64% of Canadian dollar deposit liabilities and 42% of the total deposit liabilities as at 
January 31, 1983. Foreign currency deposit liabilities have increased primarily due to the Bank’s expansion of 
international Operations and also to the appreciation of certain foreign currencies against the Canadian dollar. 


The Bank obtains approximately 75% of its foreign currency deposit liabilities from its activities in the 
eurocurrency markets. 
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Capital Funds 


A basic financial strategy followed by the Bank is to require that over time there be an increase in total Bank 
capital which closely corresponds to the growth in total assets and deposit liabilities. This policy is intended to 
ensure that the level of capital funds employed is adequate in relation to the nature of the Bank’s activities and to 
the dollar amount of assets and liabilities. 


Capital funds of the Bank are considered to include subordinated debentures of the Bank, appropriations for 
contingencies, all classes of common and preferred shares, contributed surplus and retained earnings. 


January 31 October 31 
1983 1982 1982 1981 1980 1979 1978 
(unaudited) 
(millions of dollars) 
COMICON EGU e2 cis Sonis ssicys «>> $25524 $2.33 $2,428 $2,293 $1,942 $1,540 SiS 
Appropriations for Contingencies . 64 244 101 258 213 212 130 
Total Common Shareholders’ 

E/N ek CC 2,588 2,597 2,529 Dia eal DS Tew, 1,487 
Convertible Preferred Shares..... ZO 210 210 = = = a5 
ference sares...... «1... 26s. ss 143 148 144 150 154* 159* =— 
OE SC A 2,941 2,955 2,883 2,101 2,309 1,911 1,487 
Convertible Subordinated 

DS Sen Ne Ae 360 360 360 100 — a me 
Total Equity and Equity 

OTE Gt ie 3,301 3 315 Bro43 2,801 2,309 EO} 1,487 
Subordinated Debentures........ 763 678 761 679 682* 520 414 
TC AA PUNS 85.65 ange oo * $4,064 $3,993 $4,004 $3,480 $2,991 $2,431 $1,901 
msscts to Dotal Equity 00. ..4.. : 29°54 29 Jet 30.6:1 S163] 26.6:1 26.9: 1 2A 
Assets to Total Capital Funds.... 21.4:1 22.024 Pi ea 24.5:1 20.6:1 20°92) 21.4:1 


* Includes exchangeable capital of subsidiaries. 


Debenture Maturities, Sinking Fund and Purchase Fund Requirements 


The aggregate maturities and sinking fund requirements for the next five years of the Banks’ debentures 
outstanding as at April 30, 1983 amounted to $463 million. 
The aggregate maturities and sinking fund requirements of the Bank’s debentures as at April 30, 1983 are 


shown in the following table: April 30, 
1983 

(millions of 
dollars) 
IA ICLIB al SVICAT Us. ake na vaadisehy cian rae orga 44 
Prom WhtOe2 Years: s c.t- acest eae ade 81 
rom 2:10:35: yeats. «42. ).neweet at. oe 6 
From 3:10.95: Yearss.. snc Ge hana enter 302 
Prom:-2-torl0: years 22. 7 ape pg ae ee 581 
OV Gil OSVCAIS nei pai? eae eet Rg oe 76 
S20 


The annual purchase fund requirement of the Bank’s outstanding First Preferred Shares Series A amounts to a 


maximum of $4.8 million. 

The annual purchase fund requirement of the Bank’s outstanding Second Preferred Shares Series A will 
commence January 1, 1989 and may amount to a maximum of $8.4 million per year. This purchase fund requires 
that the Bank acquire on a “‘best efforts’’ basis at a price not exceeding $25 per share, 1% per quarter of the 
outstanding shares as at December 10, 1988 which have not been converted or retracted at the option of the holder 


of these shares. 
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Real Estate 


The Bank, either directly or through its wholly-owned subsidiary, Royal Bank Realty Inc., owns premises 
occupied by 566 branches and offices. A further 992 branches are located in leased premises. In addition, the Bank 
owns seven Central Processing Centres across Canada and major office complexes in Toronto and Ottawa. As at 
January 31, 1983, the net book value of the Bank’s real estate properties amounted to $566.6 million, exclusive of 
furniture, fixtures and equipment and leasehold improvements. The market value of the Bank’s real estate properties 
is not available. 


Personnel 


As at January 31, 1983 the Bank had approximately 38,700 employees throughout the world of whom 
approximately 33,400 were located in Canada. The Canada Labour Relations Board has ruled that a single 
Canadian branch may be certified as a bargaining unit for the purpose of negotiating contracts and as at January 31, 
1983, fourteen branches involving 155 employees were certified. In addition, two foreign branches involving 69 
employees were certified. 


Data Processing 


The Bank has one of the largest computer operations in North America and considers itself a leader in 
automation. Its systems and network design put it in a position to take advantage of new technology and market 
opportunities. The Bank’s automation thrust worldwide is a major contributing factor in its ability to compete 
aggressively in world markets. Central processing centres at which banking records are maintained are operated in 
six cities across Canada, while internationally there are 18 processing centres, including those of subsidiaries and 
affiliates. 


Data centre control and audit functions are reviewed on an ongoing basis and strict measures are in place to 
maintain the security of data and uninterrupted operations. 


Management’s Discussion and Analysis of the Results of Operations 


Earnings 


The operating results of the Bank for the three months ended January 31, 1983 and 1982 and for the three 
years ended October 31, 1982 are set forth below. These results reflect net interest income on a taxable equivalent 
basis for ease of discussion. The taxable equivalent basis of net interest income or ‘‘spread’’ takes into account the 
effect of tax exempt income earned on certain Canadian securities thus permitting a uniform measurement of the 
difference between the yield on assets and the interest cost of deposits and debentures. 


Net interest income and other income 
Net interest income 

(taxable equivalent basis*) 

Pravision tor loan 1OSSeS ie...) ..~ . ete 


Non-interest expenses 
Paariessand staff benefitses -. 22206. Pre 


Net income. before income taxes....:........ 
Income taxes (taxable equivalent basis)*...... 


Net income Delore minority Interest. <aa< jy mae 
Minority interests in subsidiaries 


ING iain COnerene nie ee eee. Ra tane Se 


Percent increase (decrease) over previous 
COMI arativie PEMOC. We ye husc ss sean ks ee 
Derived from: 
Domestic aperauions? 0%... se Os 
Percent increase (decrease) over previous 
COMIpParaive periodoy. LI eae. PP 
Pereent of total net incomes. 2... 22... 
Foternational-operations’ 0.2). in. 22s 
Percent increase (decrease) over previous 
Comparative’ penod ss! 2.0.8 t2 Pes 6 0 
Percent of total net income ............. 
Net income 
Per Common Share — Basic 
— Fully diluted 
Percent increase (decrease) over previous 
comparative period (fully diluted) 


Three months 
ended January 31 


1983 


1982 


(unaudited) 


$579.0 
113.0 


466.0 
162.4 


628.4 


D697} 
O7u7 
89.4 


$69.1 

112.6% 
61.5% 

$43.3 


(10.2)% 
38.5% 


$i 22 
$1.12 


28.7% 


$456.0 
63.0 


3930 
138.2 


Sote2 


241.7 
56.3 
85.4 


383.4 


147.8 
67.1 


80.7 


| 


80. 


fi 
— 


(42.1)% 


532.5 


(63.2)% 
40.3% 
$48.2 


(5.5)% 
393196 


$0.88 
$0.87 


(49.7)% 


Year ended October 31 


1982 


1981 


(millions of dollars) 


$2,096.5 
344.0 


lige yee) 
38209 


2,335.4 


1,036.0 
255.9 
382.0 


673.9 


661.5 
303.3 


35802 
0.6 


S85 5026 


(25.2)% 


$162.2 
(38.1)% 
45.4% 
$195.4 


(9.6)% 
54.6% 


$3.87 
$3.68 


(35.6)% 


$1,998.4 
185.6 


1,812.8 
500.4 


peers 


862.6 
203.0 
318.4 


1,384.0 


9292 
446.9 


482.3 
4.] 


$ 478.2 


37.4% 


$262.1 
70.3% 
54.8% 

$216.1 


11.3% 
45.2% 


$5.75 
SSK 


20.5% 


1980 


$1,588.4 
124.4 


1,464.0 
377.6 


1,841.6 


TABAY 
Lor 
274.7 


b318950 


651.9 
21st 


360.8 
12.8 


$ 348.0 


20.1% 


$153.9 
(4.9)% 
44.2% 

$194.1 


51.9% 
55.8% 


$4.74 
$4.74 


19.7% 


*Includes amounts grossed-up to express non-taxable income from Canadian securities, including income from income debentures, term 
preferred shares and other preferred and common shares, on a fully taxable equivalent basis. This amount is also included in the provision for 
income taxes. The amounts of the gross-up in net interest income for the three months ended January 31, 1983 and 1982 are $63.0 million and 
$84.2 million, respectively, and for the years ended October 31, 1982, 1981, and 1980 the amounts are $331.2 million, $286.7 million and 


$230.2 million, respectively. 


of 


The differences since 1980 between the percentage change in net income and net income per Common Share is 
the result of the increased number of Common Shares outstanding following a rights offering of the Bank in 
October 1980 and the issue by the Bank since 1980 of Common Shares or securities convertible into Common 
Shares. In general, the issue of additional capital may result in some dilution of income per share on a fully diluted 
basis. However, such additional capital may permit the Bank to sustain higher levels of loans and other assets 
which can be expected to generate income. 


Return on Assets 


After-tax return on average total assets is a measurement of profitability relative to volume of business. The 
following table sets forth the after-tax return on average total assets for domestic and international operations, and 


for the total operations of the Bank: 
Three months ended 


January 31 (1) Year ended October 31 
1983 1982 1982 1981 1980 
(unaudited) 
DOMESTIC Geter cis cae os eerie cae 48% 23% 29% 54% 42% 
lnternationall. 23 tage. eccrine tee ae 54% .61% .60% 88% 98% 
AP OtAL occa Re eee Ne ets Me ek ee ace ne 50% 37% 40% 65% 62% 


(1) Annualized 


After-tax return on average total assets decreased in 1982 to 0.40% from 0.65% for 1981. This is also 
considerably lower than the average return on assets of 0.62% for 1980. The decrease was largely due to reduced 
interest margins, substantially increased levels of non-productive loans, increased provision for loan losses, and 
escalation of non-interest expenses. 


The after-tax return on average total assets for the three months ended January 31, 1983 was 0.50% which was 
an increase of 0.13% from the corresponding period in 1982. This increase was the result of the improvement in 
net interest income during the period caused by a stable and lower interest rate environment. 


The following shows factors which influenced net income over the years indicated: 


Three months 


ended January 31 Year ended October 31 
1983 1982 1982 1981 1980 
(unaudited) 
Increase in average total assets over the corresponding 
PIEVIOUSPETIOd: 7.7 eta as. BNR ae ee eee 1.8% 35.0% 20.5% 30.6% 21.8% 
Level of average non-productive loans net of specific 
provisions as a percentage of average total assets ... 2.90% 46% 1.41% 31% 36% 
Net interest income (taxable equivalent basis) as a 
percentage tof average totaleassets Ale Ae. 2... wee 2.60%(1). 2.08%). 2.37% 2.72% 2.82% 
Provision for loan losses as a percentage of average total 
ASSetS!s «ARAL is. Pe RR tra in eae oe ee 51 %(1) .29%(1) 39% 2590 .22% 
Non-interest expenses as a percentage of average total 
assets:.2. te. > ee en es ee ee ce. ea 1.92% (1) “1-75 (1), 1.89% 1.88% 2.11% 


(1) Annualized 


Average Total Assets 


Fluctuations in the growth rate of average total assets are primarily the result of variations in the level of loan 
demand. With respect to international operations, fluctuations in exchange rates also affect the levels of average 
foreign currency assets. 


Non-Productive Loans 


Non-productive loans are defined by the Bank as loans where interest remains uncollected for 90 days beyond 
the scheduled due date. In addition, other loans which are not yet in arrears may be classified by the management 
of the Bank as non-productive where there is doubt as to the ultimate collectibility of a portion of principal or 
interest. It is the policy of the Bank with such accounts to reverse previously accrued interest which has not 
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actually been collected. Accrual of interest begins again only when all previously uncollected interest has been 
realized. 


The Bank regularly reviews its entire loan portfolio so as to identify all accounts which have become 
non-productive and to monitor situations where the borrower’s financial position is weak or deteriorating. Where 
appropriate, specific provisions for probable loan losses are made with due regard to the loan security and other 
factors. 


The Bank’s experience with non-productive loans (net of specific provisions for losses) in the five year period 
prior to 1982 is that they have ranged between .30% and .50% of total assets. However, the severity of the recent 
world economic recession which has continued into 1983 has resulted in a marked increase in the level of 
non-productive loans. The following table sets out the non-productive loans of the Bank net of specific provisions 
as at the dates indicated. 


As at January 31 As at October 31 
1983 1982 1982 1981 1980 
(unaudited) 
(millions of dollars) 
SSS Ro ar a er er $1,644 $336 SSIS $216 $171 
LD TSUCESNTC 06 eg BOS A ae 920 00 788 ae es) 
Total non-productive loans (net of 
specific provisions for losses)......... $2,564 $396 $2,040 $228 $204 


In Canada, the increase in non-productive loans (net of specific provisions for losses) has been experienced in 
the commercial, consumer and corporate sections alike, with particular increases in the oil services, forestry, real 
estate and construction industries. In international operations, the increase in non-productive loans (net of specific 
provisions for losses) reflects primarily the difficulties experienced by corporate and commercial borrowers 
principally in Latin America, the Caribbean and the United States. 


Net Interest Income 


Net interest income as a percentage of average total assets (interest margins) for 1982 has decreased in large 
part due to the sharply rising level of non-productive loans. Additionally, interest margins have declined due to an 
increase in higher cost term deposit liabilities as a proportion of total deposits and the faster growth of lower 
margin foreign currency assets as a proportion of total assets. International interest margins as a percentage of 
average total international assets (1.85% for the year ended October 31, 1982) was substantially below that earned 
in domestic operations (2.67% for the same period). International interest margins are normally lower than domestic 
interest margins as international business is generally wholesale business which does not require the extensive 
overhead and branch and staff support required in domestic operations. 


The Bank’s net interest income (expressed on a taxable equivalent basis) as a percentage of average total assets 
for the three months ended January 31, 1983 amounted to 2.60%, up sharply from the 2.08% earned in the 
comparative period of 1982. The lower level of interest rates which prevailed in the period had a positive effect on 
domestic operations as the Bank’s fixed rate domestic loan portfolio showed improved margins compared to the 
comparative period. In addition, the lower and more stable interest rates allowed the Bank to maintain adequate 
funding spreads on its prime rate-related domestic business. As a result, domestic margins at 3.06% were up 
substantially from 2.25% while international margins were virtually unchanged at 1.77%. 

The Bank’s net interest income (expressed on a taxable equivalent basis) for the year ended October 31, 1982 
was $2,096.5 million compared to the $1,998.4 million for 1981. The increase attributable to asset growth over the 
previous year was almost completely offset by reduced net interest margins due to declining interest rates and an 
increasing level of non-productive loans. The net interest margin was 2.37% in 1982 versus 2.72% in 1981. 

The Bank’s net interest income for 1981 increased by $410.0 million or 25.8% over the $1,588.4 million 
earned in 1980. The increase was solely the result of an increase in average earning assets since net interest income 
as a percentage of average total assets actually declined 10 basis points from 2.82% in 1980 to 2.72% in 1981. 


Provision for Loan Losses 


For 1982 the provision for loan losses increased $158.4 million or 85.3% over 1981, as a result of the 
substantial increase in the loan loss experience recorded in 1982 owing to the weak economy. 


ee) 


Higher specific provisions for loan losses resulting from the continued high level of non-productive loans 
together with the impact of the forward formula averaging of the 1982 loan loss experience (as prescribed by the 
Minister of Finance) has resulted in the provision for loan losses for the three months ended January 31, 1983 
increasing by 79.4% or $50 million over the comparative period in 1982. 


The provision for loan losses increased $61.2 million or 49.2% in 1981 over 1980. The increase was 
attributable to higher domestic loan loss experience on both consumer loans and corporate industrial loans. In the 
international portfolio, the loan loss experience increased as the result of major provisions in the Latin America and 
Caribbean area and for multinational industrial corporations. 


Non-Interest Expenses 


In 1982, non-interest expenses increased 20.9% over 1981. Of this increase 2.6% was due to the impact of 
newly acquired subsidiaries (see “‘Effect of New Acquisitions’’). 


For the three months ended January 31, 1983, non-interest expenses have increased 11.3% over the 
comparative period in 1982. This increase is substantially below the average increase for the previous five years as 
a result of productivity and cost reduction programs instituted by the Bank over the past year. 


Non-interest expenses increased 16.3% in 1981. The rate of growth experienced occurred principally in staff 
costs and other expenses reflecting both high inflation and the Bank’s business expansion. 


For the five year period ending October 31, 1982 the Bank’s compound annual growth rate in non-interest 
expenses was 17.5% compared to the compound annual growth rate of total assets of 20.9%. The Bank’s 
commitment to extensive computerization was an important factor in holding the rate of expense growth below the 
rate of asset growth. 


Income Taxes 


The income and capital gains of the Bank are taxed under the provisions of the Income Tax Act (Canada) and 
the income tax acts of the provinces of Canada at the standard rates of tax prescribed by these statutes, less 
appropriate credits for income taxes incurred and paid to foreign countries. 


The low effective income tax rates result from high levels of tax-exempt income earned. The following table 
reconciles the difference between statutory and effective tax rates during this period. 


Three months 


ended 
January 31 Year ended October 31 
1983 1982 1982 1981 1980 
(unaudited) 
Combined federal and provincial statutory income tax rate 49.1% 50.3% 50.3% 51.0% 50.5% 
Increase (decrease) in rate resulting from: 
Tax exempt income from securities, primarily income 
debentures, term preferred shares and small business 
development DondSs seen eo crete. cet eee (22.3) (68.7) (54.2) (23:2) (29°53) 
Lower average tax rate applicable to foreign 
subsidiaries .o%, 2 areca eee ee ae (8.4) (6.8) (10.8) (4.6) a2) 
Other ..hetw FPS RE A Re Pe eR ee ae ies a4 as) bw 622) a ghd 6 
Effective’ income*tax ratenmre ee a ee NAS Sr (26:7) 7% 8.5)% 24.9% 14.4% 


For the year ended October 31, 1982 the Bank recorded deferred income tax credits of approximately $218 
million representing income tax benefits related to deductions available to reduce taxable income of future periods. 
These deductions relate principally to the ‘‘provision for loan losses’’ (included in the Consolidated Statement of 
Income) and the ‘‘transfer to appropriations for contingencies’’ (included in the Consolidated Statement of Retained 
Earnings). 


Due to the large amount of investments which the Bank holds in income debentures, small business 
development bonds and term preferred shares the tax exempt income received on such investments actually 
exceeded the net taxable income generated from other sources in 1982. As a result, for tax purposes, the Bank 
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postponed claiming certain deductions available to it as referred to above. The deferred income taxes related to such 
postponed deductions were recognized in accordance with generally accepted accounting principles and recorded in 
the Consolidated Statement of Income and Consolidated Statement of Retained Earnings. 


Effect of New Acquisitions 


The acquisitions by the Bank of Canadian Acceptance Corporation Limited (which was amalgamated with 
RoyLease Limited on October 31, 1982), The Royal Bank of Canada (Suisse) and Tennant Guaranty Limited (now 
The Royal Bank of Canada Trade Finance Limited) during 1982 and Orion Royal Bank Limited in the fourth 
quarter of 1981 have increased assets, revenues and expenses in 1982 over the previous year. The impact of these 
acquisitions when comparing 1982 to 1981 operating results was an increase in average assets of $3.8 billion, net 
interest income of $37.9 million, other income of $16.2 million and non-interest expenses of $36.0 million. 


Directors and Certain Senior Officers 


Directors 
Name and Municipality of Residence Principal Occupation 
DONALD: SUTHERLAND#A NDERS OI eaecre teumensteeentatetance nea: Chairman 
Willowdale, Ontario Canada Realties Limited 
(Real estate development consultants) 
JOHN ZA NDERSON wise he eee cee ote ne ea reece ace aes ke President and Chief Executive Officer, 
Vancouver, British Columbia Westcoast Transmission Company Limited 
(Integrated petroleum company) 
JOHN ARCHIBALDVARMSTRONG aces 2 Sites en see. Company Director 
Don Mills, Ontario 
*TAN ANDREW BAR CIGAG mer ee ame echelon Chairman, 
Vancouver, British Columbia British Columbia Forest Products Limited 
(Manufacturers — pulp, paper and wood products) 
THOMAS JOBNSTON; BELLIES MUCy; Ca Ui, Dees. Chairman of the Board, 
Toronto, Ontario Abitibi-Price Inc. 
(Manufacturers — newsprint and pulp and paper 
products) 
“GEORGE HENRY BIEUMIEN AWE Rie ens ee rte anges Chairman and Chief Executive Officer, 
Hamilton, Ontario Otis Elevator Company Limited 
(Manufacturers of elevators) 
“GEORGE ALLAN BURTON, DiS:O7. ED Ee Des Company Director 
Milton, Ontario 
*ROBERT BURNS CAMERON; © .Ge. 02S Om a ae aes Chairman, 
New Glasgow, Nova Scotia Cameron Corporation Limited 
(Holding company) 
ERANK-BREADON GOMMON:, (Its. ©. G-0 see aee eee Partner, 
Montreal, Quebec Ogilvy, Renault 
(Barristers and solicitors) 
GCAMILERVARTHURTUAGEINVAIS, (ty, Sin tu0. 2) ee ene Chairman 
Montreal, Quebec The SNC Group 
(Miscellaneous services, planning & design) 
MRS: MITZI STEINBERG DOBRINGS aco hoc bins ahve Executive Vice-President, Legal & Corporate Affairs 
Town of Mount Royal, Quebec Steinberg Inc. 
| (Retail supermarkets) 
SIR-ALASTAIR DOWN ©).Bi Es, MG iat D.Sc ware Chairman 
Wiltshire, England The Burmah Oil Public Limited Company 


(Oil based industrial enterprise) 


GORDON CAMPBELL EATON, O.C., M.C., C.D., LL.D.. Managing Director, 
St. John’s, Newfoundland Newfoundland Tractor & Equipment Co. Ltd. 
(Sales of tractors and mechanical equipment) 


= JOCK KINGHORN FINDA Y SON: eee eee ee President of the Bank 
Toronto, Ontario 
ROWLAND CARDWELL FRAZEE......... Sa a Chairman and Chief Executive Officer of the Bank 
Town of Mount Royal, Quebec 
WILLIAM: DOUGLAS JTAIG GARDINER: 2 ea. tome ards slat she President, 
Vancouver, British Columbia W.D.H.G. Financial Associates Ltd. 
(Consultants) 


*Member of the Audit Committee; the Bank has no Executive Committee. 
**Mr. Finlayson retires as President of the Bank on May 31, 1983 but will remain a director of the Bank. 
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Name and Municipality of Residence 


DONALD ROSS GETTY 
Edmonton, Alberta 


CHARLES HENRY KNIGHT 
Regina, Saskatchewan 


WALTER FREDERICK LIGHT 
Toronto, Ontario 


Me EOE ne ea A). gas vos & aclnses Bane ts ep awcitee ts 
Vancouver, British Columbia 


PETER LOGIE PARKIN MACDONNELL, C.M., Q.C....... 
Edmonton, Alberta 


JAMES DOUGALD MACLENNAN 
Surrey, British Columbia 


CLIFFORD SWINDELL MALONE 
Toronto, Ontario 


FREDERICK CHARLES MANNIX 
Calgary, Alberta 


JEAN PIERRE MAURER 
New York, New York 


JOHN ROBERT MCCAIG 
Calgary, Alberta 


DONALD KENNETH MCIVOR 
Toronto, Ontario 


Mrs. DAWN RUE’ ANN CAMPBELL MCKEAG 
Winnipeg, Manitoba 


WILLIAM EARLE MCLAUGHLIN 
Westmount, Quebec 


JAMES WILLIAM EDGAR MINGO, Q.C. 
Halifax, Nova Scotia 


PIERRE ALBERT NADEAU 
Montreal, Quebec 


PAUL LEO PARE 
Montreal, Quebec 


Principal Occupation 


President, 
D. Getty Investments Ltd. 
(Holding company) 


President and Chief Executive Officer — 
DENRO Holdings Ltd. 
(Land development) 


Chairman and Chief Executive Officer, 
Northern Telecom Limited 
(Manufacturers of telephone equipment, wire and cable) 


President and Chief Executive Officer, 
HY. Loure:Co.. Emited 
(Wholesale food distributors) 


Partner, 
Milner & Steer 
(Barristers and solicitors) 


Chairman of the Board 

Canadian Dredge and Dock Company Limited 
(Dredging company) 

Vice Chairman 

United Corporations Limited 

(Investment company) 


Company Director 


Executive Vice-President 
Metropolitan Life Insurance Company 
(Life insurance company) 


Chairman and Chief Executive Officer, 
Trimac Limited 
(Energy & transportation services) 


Chairman and Chief Executive Officer, 
Imperial Oil Limited 
(Integrated petroleum company) 


President, 
Walford Investments Ltd. 
(Holding company) 


Former Chairman of the Board of the Bank 


Barrister 
Stewart MacKeen & Covert 
(Barristers and solicitors) 


Special Consultant, 
Cemp Investment Limited 
(Holding company) 


Chairman and Chief Executive Officer, 
Imasco Limited 
(Holding company) 


Name and Municipality of Residence Principal Occupation 


*NEIL PRANKEIN: PHILEIPS © Ga ee ea ere Partner, 
Westmount, Quebec Phillips & Vineberg 
(Barristers and solicitors) 
*HERBERT-CHARESS. KINDER Genscan emer at President 
Saskatoon, Saskatchewan Saskatoon Trading Company Limited 
(Property holding company) 
CEAUDE* PRAT TE. .OF C Marnier. eerie hee na ee eee Advocate 
Quebec, Quebec 
LYMAN: MERRILE HRASMUSSEN? .c:5,::. sen cie ee eee President and Chief Executive Officer, 
Englewood, Colorado Husky Oil Company 
(Integrated petroleum company) 
CHARTESIR WINGRATHGEBs eae) ccs ud’os Oude eta ees Chairman, 
Toronto, Ontario Comstock International Ltd. 


(Construction and mechanical equipment) 


ALEXANDER? MCINNES RUNCIMAN) 25 o52 ou .G a. ae oe Company Director 

Winnipeg, Manitoba 

FAN: DAVID; SINCIAIR: = usc onchange ase nee eae Chairman 

Oakville, Ontario Canadian Pacific Enterprises Limited 
(Oil and gas, mining and forest products) 

PETER NESBITT THOMSON: 2202, cpap eee Chairman and President 

New Providence, Bahamas West Indies Power Corporation Limited 
(Utility company) 

JOHN: ARNOLD TORYS O: Gg ae ae ea eee President, 

Toronto, Ontario The Thomson Corporation Limited 
(Publishing and holding company) 

WILLIAM OSBORN® [WATES* (G22 ieee ene ee ae Company Director 

Toronto, Ontario 

ROBER TeARTHURY UTUING sce) acrnue tes ane Te Vice-Chairman of the Bank 

Westmount, Quebec 

WILEIAM! PRICE: WILDER .2< 4(m «sts pes rue mee Deputy Chairman 

Toronto, Ontario Hiram Walker Resources Ltd. 


(Holding company) 


CHARLES NAMBY WYNN WOODWARD ............--. Chairman of the Board & Chief Executive Officer, 
Vancouver, British Columbia Woodward Stores Limited 
(Holding company) 


HAROED-EDMUND: Wi VATsieeer ease ce ee, es Vice-Chairman of the Bank 
Calgary, Alberta 


*Member of the Audit Committee. 


All of the directors have been engaged for more than five years in their present principal occupations or in 
other executive positions with the same or associated firms or organizations except John A. Armstrong who prior to 
January 1982 was Chairman and Chief Executive Officer of Imperial Oil Ltd., G. Allan Burton who prior to 1981 
was Chairman and Chief Executive Officer of Simpsons, Limited, W.D.H. Gardiner who prior to January 1981 was 
Vice-Chairman of the Board of the Bank, James D. Maclennan who prior to July 1982 was Chairman and Chief 
Executive Officer of Interprovincial Steel and Pipe Corp. Ltd., C.S. Malone who prior to 1983 was Chairman and 
Chief Executive Officer of Canron Inc., D.K. Mclvor who prior to June 1981 was Vice-President of Exxon 
Corporation, W.E. McLaughlin who prior to October 1980 was Chairman of the Board of the Bank, D.R. Getty 
who prior to 1979 was Minister of Energy and National Resources, Government of Alberta, L.M. Rasmussen who 
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prior to 1979 was President and Chief Executive Officer of Pacific Petroleum Ltd., A.M. Runciman who prior to 
1981 was President of United Grain Growers Ltd., P.N. Thomson who prior to 1983 was Chairman of TIW 


Industries Ltd., W.P. Wilder who prior to 1979 was 


Executive Vice-President of Gulf Canada Ltd. and P.A. 


Nadeau who prior to July 1981 was Chairman of the Board, President and Chief Executive Officer of Petrofina 


Canada Inc. 


Certain Senior Officers 
Name and Municipality of Residence 


ROWLAND CARDWELL FRAZEE 
Town of Mount Royal, Quebec 


** JOCK KINGHORN FINLAYSON 
Toronto, Ontario 


ALLAN RICHARD TAYLOR 
Beaconsfield, Quebec 


ROBERT ARTHUR UTTING 
Westmount, Quebec 


HAROLD EDMUND WYATT 
Calgary, Alberta 


ALLAN HENRY MICHELL 
Town of Mount Royal, Quebec 


MICHAEL JOSEPH REGAN 
Montreal, Quebec 


RICHARD GEOFFREY PENTLAND STYLES 
Toronto, Ontario 


JOHN EDWARD CLEGHORN 
Montreal, Quebec 


BRIAN De LYNN GREGSON.......0 0.00. 7.07) Sera Alege 
Town of Mount Royal, Quebec 


BURTON VINCENT KELLY 
Toronto, Ontario 


ROBERT COWANS PATERSON 
Toronto, Ontario 


ROBERT BLAKE ASHFORTH 
Calgary, Alberta 


MICHAEL C.S. BAPTISTA 
Town of Mount Royal, Quebec 


HERBERT GEORGE BUCKRELL 
Halifax, Nova Scotia 


WARREN C. BULL 
Beaconsfield, Quebec 


CARLTON PIUS DE SOUZA 
Coral Gables, Florida 


I NIVIDXENINID ERD ER WAKA GS Veo tenes as, len hoc Ses SEE eter 
Paris, France 


GORDON JOSEPH FEENEY 
Beaconsfield, Quebec 


**Mr. Finlayson retires as President of the Bank on May 31, 1983. 


Principal Occupation 


Chairman and Chief Executive Officer 

President 

President & Chief Operating Officer — Designate 
Vice-Chairman 

Vice-Chairman 


Senior Executive Vice-President, Financial Control & 
Administration 


Senior Executive Vice-President, 
Domestic Banking 


Senior Executive Vice-President, 
International & Corporate Banking 


Executive Vice-President, 
International Banking 


Executive Vice-President, 
Special Loans 


Executive Vice-President, 
World Corporate Banking 


Executive Vice-President, 
Treasury and Money Markets 


Senior Vice-President & General Manager, 
Alberta 


Senior Vice-President, 
Commercial Banking, Ontario 


Senior Vice-President & General Manager 
Atlantic Provinces 


Senior Vice-President, 
Corporate Planning & Productivity 


Senior Vice-President & General Manager, 
Latin America & Caribbean 


Senior Vice-President & General Manager, 
Continental Europe 


Senior Vice-President, 
Personnel 
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Name and Municipality of Residence Principal Occupation 


LENNIS- EDSEEGILLMOURES A. "pe ath nate teas een Senior Vice-President, 

Beaconsfield, Quebec Operations & Systems 

WILLIAM JAMES (GORMAN Teer on teresa ore ae Senior Vice-President, 

Toronto, Ontario Retail Banking, Ontario 

HUGH: SPENCE: HARD Yaak ti ed eee rere eee ea oe Senior Vice-President, 

Baie d’Urfé, Quebec Public Affairs 

WILLIAM DAVID HENR Vantico renee eran eee Senior Vice-President & General Manager 
Toronto, Ontario Ontario 

GEORGE JAMES JOHINSON 22. cro eae ee Senior Vice-President & General Manager 
New York, New York ESSA. 

WESLEY ANGUS REGINALD MACDONALD............. Senior Vice-President, 

Montreal, Quebec Retail Banking, Canada 

WALLACE JEUNE WIA GIANG Seer ces See ee Senior Vice-President, 

Montreal, Quebec Commercial Lending, Canada 

WILLIAM COLIN CAMPBELL WIACKA Y=. ee ase ee Senior Vice-President, 

Montreal, Quebec International Banking 

JOHN GORDON OMACPHERSON:. 22 cent ira eee ae Senior Vice-President & General Manager, 
West Vancouver, B.C. British Columbia 

J.Bu MCDONALD ase meu eis et oe cate eee Senior Vice-President & General Manager, 
Winnipeg, Manitoba Manitoba 

WILLIAM NERU MCEAD YEN. s.eqscte cee ee Senior Vice-President, 

Westmount, Quebec Commercial & Retail banking, International 
VERNE (GORDON) MCIKA Yirsie. oo. 5hs ape t nee ee ae ed ee Senior Vice-President, 

Willowdale, Ontario World Trade 

MAURICE ONAPING PETER MORRISON ................ Senior Vice-President, 

Mississauga, Ontario External Relations, Ontario 

EDWARD PETERHNEUPELD |) 08 ten 2c ecu eee ge Senior Vice-President & Chief Economist 
Montreal, Quebec 

WAGE BAML JaSINTMIMO ig 32> crete Sera eh ae en ree Senior Vice-President, 

Toronto, Ontario National Accounts, Corporate 

FRANCOIS PIERREPARSA DIS sa eau ye tena een eee Senior Vice-President & General Manager, 
Montreal, Quebec ; Quebec 

SOHN NUT» REDNALLS 2. See et eee ae Senior Vice-President & General Manager, 
Hong Kong Asia Pacific 

RUSSELL, BOYD ROBERTSON <3, eye 7. ync cease eee Senior Vice-President & General Manager, 
Regina, Saskatchewan Saskatchewan 

PHILIP JOSEPHMROSSIPERG cee ara- ye een ree tee Senior Vice-President & General Manager, 
London, England U.K., Ireland & Nordic Countries 

JOHN CLIFFORDISINGUAIRE | oud, ate ie cee, ale eee ean Senior Vice-President, Lending 

Toronto, Ontario 
WILLIAM SAMUEL SINOO Res. incertae cena eer ame eee ae Senior Vice-President & General Manager, 
New York, New York UsSAe 

PAULZALBER Dia YUEOR Gayot eee oar tn ae Senior Vice-President, 

Oakville, Ontario World Corporate Banking 

VAMESVEANN’ WALKER One at eer ale neers corer cree Senior Vice-President, 

Calgary, Alberta Global Energy & Minerals Group 


*Retires May 31, 1983. 
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Name and Municipality of Residence Principal Occupation 


ANTHONY ALLEN WEBB 


ORM ROM, coe ST Ae Lee eee Senior Vice-President, 


Toronto, Ontario Merchant Banking 

GRAMAM CURTIS AITKEN GUT pag We, Pe Vice-President & Treasurer 
Westmount, Quebec 

BO VINIG AESSANDRO’. |. Sts os oy ue ee: Vice-President & Comptroller 
Beaconsfield, Quebec 

TO Nan MOMASIBURNEET |. da Benclislemete de, . nutes Vice-President & General Counsel 
Westmount, Quebec 

REOBENSOHN MOORES Pit Male. Ou a, OS a Vice-President & Secretary 
Beaconsfield, Quebec 

DUSbUS EIAROLD JOHN IMERRIAM: 4 fo0 eit Peck Chief Accountant 


Baie d’Urfé, Quebec 


All of the above-named officers of the Bank have been actively engaged for more than five years in the affairs 
of the Bank in various capacities except for V.G. McKay who prior to March 1981 was Executive Vice-President 
and Chief Operating Officer, Export Development Corporation, E.P. Neufeld who prior to January 1980 was 
Assistant Deputy Minister of Finance, Ottawa, F.P. Paradis who prior to April 1978 was Senior Vice-President, 
IAC Limited, J.T. Burnett who prior to September 1980 was Vice-President, Secretary and Assistant General 
Counsel of Northern Telecom Limited and D. D’Alessandro who prior to April 1981 was employed as Vice President, 
Materials Group of Genstar Corporation. 


Holdings 


The directors and senior officers, as a group, beneficially own, directly or indirectly, less than 1% of the 
outstanding Common and Preferred Shares of the Bank. 


G. Harold Pickel, Assistant General Counsel, Corporate, of the Bank beneficially owns, directly or indirectly, 
434 Common Shares of the Bank. 


The partners and associates of Ogilvy, Renault beneficially own, directly or indirectly, 39,296 Common 
Shares, 2,185 Second Preferred Shares Series A, $50,000 principal amount of 9% Debentures due June |, 1987, 
$20,000 principal amount of 10% Debentures due December 1, 1994 and $5,000 principal amount of Convertible 
Debentures due December 9, 1991, all of the Bank and five common shares of Royal Bank Mortgage Corporation. 


Remuneration of Directors and Officers 


The table below sets forth the aggregate remuneration paid or payable by the Bank and its subsidiaries to its 


directors and senior officers for the year ended October 31, 1982: 
Nature of remuneration 


Cost of 
Aggregate pension 
Remuneration benefits (1) Other (2) 
1. Directors, (47): 
From Bank and wholly-owned subsidiaries ............. $ 840,949 aa os 
BME EVs SE DTOTCLTICOES it Ae ae ee eae occ eial Gh ee ore 1,840,872 9,900 ie 
3. Officers receiving over $50,000 (179) 
(icine item: 2 aDOVE) G0. os kk ane od ee ae ede ere 138,907; /12 354,420 489,822 
ofalot items: lb and. 3 ADOVE). nonce so as Bee Oe 19,758,661 354,420 489,822 


(1) These costs reflect the Bank’s contributions on behalf of the two indicated groups of officers to the pension plan applicable to all eligible 
employees and officers. In addition, the Bank has entered into agreements with certain senior officers under which, subject to certain 
conditions, the Bank is committed to make supplemental retirement income payments to such officers. It is impracticable to state the 
amount of payments proposed to be made since they are contingent upon the future employment and salary levels of such senior officers 


and continue for the lifetime of such officers. 

(2) A number of senior and other officers of the Bank are participants in incentive plans. Under such plans bonuses based on year-end results 
are paid to participants in February of the following year. Bonuses paid in February 1982 are included under the column ‘‘Aggregate 
Remuneration’’. The amounts of the bonuses paid in February 1983 based on results for the year ended October 31, 1982 are reported 


under the column ‘‘Other’’. 


4] 


Indebtedness of Directors and Senior Officers 


The Bank’s benefit programs permit employees and officers to borrow from the Bank at varying special staff 
interest rates for purchases of or improvements to residential properties, investments in shares of the Bank, 
purchases of durable consumer goods or for like purposes. Loans which are not within the definition of routine 
indebtedness set out in the Prospectus Regulations under the Bank Act, those under the Securities Act (Quebec) or 
the Securities Act (Ontario) because they either exceeded $25,000 and were not fully secured on the ordinary 
residence of the officer throughout the term of the loan or being thus fully secured, were temporarily in excess of 
the annual salary of such officer, amounted to an aggregate of $11,090,900 as at March 31, 1983. Of this amount, 
$7,317,000 represents loans at rates of 3% or less for the purchase or improvement of residential properties more 
than 90% of which related to Bank-initiated transfers. The balance represents loans for the other purposes referred 
to above at rates of 3% or more. Of this aggregate of $11,090,900, the table below reflects the loans to the 48 
Senior Officers identified above under ‘‘Certain Senior Officers’’ and to two indicated directors: 


Largest aggregate Largest aggregate 

amount outstanding Amount outstanding amount outstanding Amount outstanding 

during year ended as at during year ended as at 
Name of Officer October 31, 1982 March 31, 1983 Name of Officer October 31, 1982 March 31, 1983 
GiGi kcnaeey eee $138,411 $149 350 WoaN aMcBadyens ccc. $ 38,943 $ 40,437 
IMEC SiBaptstalaersnis 275,554 2697155 WACO IMUO ENS 2 ols nad oe NAS 133,207 
eres Colenanaeweee ser 40,000 — Mp INGSACENEN. Soe Scie che Bec Sioa: 35,087 
LUGsBuckrelle ene 102,454 247,265 INS CEM N sacle ny oo 48,048 41,965 
WK Cor SUUUR neni mgionue 30,432 33,621 Rel NIOOTCS Hee: maine 57,981 58,455 
UGAl, ISUMANSES eo e od aol 47 228 48,863 EAP a Neutcl dae rsere 34,759 41,908 
U8 CHEM NOAN yen o oe oles 234,578 219,991 Wee Nimimion se one 142,000 138,042 
De DeAlessandromae see 121,700 IPORSey] PeRS Paradis serait 91,446 85,132 
Caps DerSouzareeerre = 39,762 42,939 ReaCePatersonmre eee 107,063 OO 
Credle HEESUA, v4 ba bo ee 38,882 55) DI JANG Re diiallliae cs eeaers 66,718 10,750 
UlSo LENMAWSON 22 oa cede 45,091 37,341 IMU NRO 6 ba aw eases 95,243 95,243 
RiGs Brazee. epee kas 145,000 57,588 Ry BawRobentsonen cee: 47,247 43,952 
WaD inGardine ns Waar 53,450 36,950 PA EBINOSS ICC tanner 40,000 38,000 
Le, Gallen OWS oo anos oe 42,150 45,569 TEC Sinclar ease 141,000 127,500 
BID, (GHOESOM 5 ob enon a0 69,405 49 878 ReGHEAS tyiles enya 289,634 ZO 225 
ES ah ancy eee eet 34,513 30,802 IXGIR, WENGE a5 34/5 Gl 05 34,413 Pov 
WED In Ele Oivenrem eer ee 193,487 184,469 PeAce ay Otece aaa tees 60,370 11,892 
Gre MONSON sone a o0 oe SoS SH Oa ROAS, Witting ees Ameen 129,466 175,976 
Beveeielllvieavepetay anes 45,409 Py) TSIM Wallets araene corte lon 25 LS659i03 
W.A.R. MacDonald.... 216,066 199,058 ACEC DD ieittee ste 113,167 OTS 
GR Macphersony semaen 87,300 83,250 ELE Sh Wie thee eee 38,278 S697, 


*Directors during the year ended October 31, 1982, these former officers of the Bank incurred 3% loans made during their tenures to acquire 
shares of the Bank. 


Material Contracts 


The only agreement entered into by the Bank within the two years prior to the date of this prospectus which is 
presently material is the agreement between the Bank and the Underwriters referred to under ‘‘Plan of 
Distribution’. This agreement may be inspected during regular business hours at the head office of the Bank in 
Montreal during the period of distribution of the securities offered hereby and for 30 days thereafter. 


Legal Opinions 


The matters referred to under ‘‘Eligibility for Investment’’ and ‘‘Canadian Income Tax Considerations’’ will be 
passed upon for the Bank by G. Harold Pickel, Assistant General Counsel, Corporate, of the Bank and for the 
Underwriters by Ogilvy, Renault. 
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Auditors’ Report 


TO THE DIRECTORS, 
THE ROYAL BANK OF CANADA 


We have examined the consolidated statement of assets and liabilities of The Royal Bank of Canada as at 
October 31, 1982 and 1981 and the consolidated statements of income, appropriations for contingencies, changes in 
shareholders’ equity and changes in financial position for each of the years in the five year period ended October 
31, 1982. Our examination was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the Bank as at 
October 31, 1982 and 1981 and the results of its operations and changes in its financial position for each of the 
years in the five year period ended October 31, 1982 in accordance with accounting principles prescribed by the 
Bank Act applied, after giving retroactive effect to the reporting changes required as of November 1, 1981, on a 
consistent basis. 


(Signed) Touche Ross & Co. 
As to the years ended October 31, 
1980, 1981 and 1982. 


(Signed) Deloitte Haskins & Sells 
As to the years ended October 31, 
1978, 1979 and 1982. 


(Signed) Price Waterhouse 
As to the years ended October 31, 
1978,,.1979, 1980 and 1981. 


Montreal, December 7, 1982 Chartered Accountants 
(May 26, 1983 as to Note 19) 
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THE ROYAL BANK OF CANADA 


Consolidated Statement of Income 
(in thousands of dollars) 


Three Months Ended 
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January 31 Year Ended October 31 
1983 1982 1982 1981 1980 1979 1978 
(unaudited) 
INTEREST INCOME 
SOR SMRME TS oreo estate Nok Bates $1,949,792 $2,364,381 $9,360,648 $8,193,495 $5,006,165 $3,649,193 $2,532.89] 
|LOERS NTBTC INE edi cna din ton Sencha atow 18,298 15,030 75,426 41,316 33,778 22,069 21,089 
ISXGTURST NSS eee ae le aa a 164,637 212,095 788,414 776,790 613,836 501,004 320,344 
Depositsawith banksy cies ames cee 329,597 508,831 1,860,323 1,738,799 1,114,410 640,722 364,927 
2,462,324 3,100,337 _ 12,084,811 10,750,400 _ 6,768,189 4,812,988 3,239,251 
INTEREST EXPENSE 
DSPOSIES mera Te eae Mani scrn ai eT 1,903,297 2,702,437 10,150,744 8,952,226 5,350,810 3,601,352 2,095,151 
Bamkedementures.. fcc. awe oole se vd os arse 333118 24,183 128,506 71,659 49,476 44 894 33,764 
(COM ee See nee settee 9,687 1,883 40,293 14.780 9,739 4.857 4,628 
1,946,297 2,728,503 _10,319,543 __ 9,038,665 5,410,025 3,651,103 _ 2,133,543 
INEGTSINSEREST INCOMES =. 0 66 cu ow bene ee 516,027 371,834 1,765,268 LAGS) 1,358,164 1,161,885 1,105,708 
Provision tor loan lOSSeS: 4) .....=..-.0.- 113,000 63,000 344,000 185,601 124,430 106,021 96,544 
NET INTEREST INCOME AFTER 
PROVISION FOR LOAN LOSSES ..........- 403,027 308,834 1,421,268 eS 2 Ons! 1,233,734 1,055,864 1,009,164 
@UenincOmen nse ee ee halen oe 162,398 138,236 $82,874 500.410 377,647 321,292 270,480 
Net INTEREST AND OTHER INCOME........ $65,425 447,070 2,004,142 2,026,544 1,611,381 STi 156 1,279,644 
NOn-INTEREST EXPENSES 
SaaS ete eae ta ee ccna nine 244,703 220,382 944 545 783,894 664,310 SIDA 493.650 
Pension and other staff benefits........ 24,944 21,347 91,516 78,668 (32733 64,780 54,059 
Premises and equipment, including 
depreciatlonteree theese ks oh kaw 67,679 56,334 255,852 203.029 176,886 157,975 151,387 
OLS tee OMe ee ae aneiea« 89,462 85.897, 381,961 318,425 274,650 212,963 180,492 
426,788 383,420 1,673,874 1.384.016 1,189,629 1,010,935 879,588 
Net INCOME BEFORE INCOME TAXES ...... 138,637 63,650 330,268 642.528 421,752 366,221 400,056 
Ineomesxtaxes (notets)ity.. oa. o. . 2 6 ee 26.000 (17,000) (28,000) 160,219 60,876 60,557 135,651 
Net INCOME BEFORE MINORITY INTERESTS. . . 112,637 80,650 358,268 482.309 360,876 305,664 264,405 
Minority interests in subsidiaries....... 242 (34) 620 4,133 12,844 S97 93800 
INETRIIN COM Bias 0s cee aia connie Cute, oe $ 112,395 $ 80,684 $ 357,648 $ 478,176 $ 348,032 $ 289,691 $ 261,105 
INCOME PER SHARE (note 4) 
Basic en a ee rie es ald. aa $1.22 $0.88 $3.87 $5.75 $4.74 $3.96 $3.57 
Bullvadilitedta reset mae ao. on. $1.12 $0.87 $3.68 $5.71 $4.74 $3.96 ANah oi 


THE ROYAL BANK OF CANADA 


Consolidated Statement of Assets and Liabilities 


CASH RESOURCES 
Cash and deposits with Bank of Canada............ 
Deposits; wathrothersbanks serrate eee een ee 


Cheques andlotheritemiss meransits ctor weet ene eee 


SECURITIES (note 5) 


Issued or euaranteediby Canadas... 5.520 sane 


Issued or guaranteed by provinces and 


municipallior school iconporaitonshen hee ee ee 
Other SECUTIFES EN yn a eo eo) ere eee he 


LOANS 
Day, call and short loans to investment 


dealers andebrokerstssecuredi ann tee eee 
WGalls tO “DAanikSieeraec ote ae ero ee Moet ean 
Mortgage Loans arena ncaec are arsine acer tn oe 
Othertloans (Hote rG) ae ese eee en 


OTHER 


Customers’ liability under acceptances.............. 
Land, buildings and equipment (note 7)............. 
OTHER assets GiOtekeac 6 ch heer clan are knee 


DEPOSITS (note 9) 
Payablevon demand2 2 sac tan anityeo cya eee 
Payablevalter mote emacme merce terrae iene nara 
Payablevonta sixeds date aeemer niin metre te 


OTHER 
Advances: fromeBanksor Canadala.... 1.0. 4eee eo ae 
INCCEPIAN CESS a nance cape ttn eee ee aris Fae Rene 
Liabilities of subsidiaries other than 


deposits (note nO)... teen res eye mete Rene clei ia 
Other drabilitres (motes) a eee ee er ee 
») Minority anterests ain subsidiaricsie pias inner 


SUBORDINATED DEBT 


Bankedebenturess(oted|2) man mane neon eae ane 


CAPITAL AND RESERVES 


Approptiations for contin sencless tne eee 


Shareholders’ equity: 


Capitalstocks(motesS) iz serine meee ene 
Contmbutedisurplussen. ea. oe era eee 
Retained carninGs aera eae ee eee roe 


Approved by the Directors: 


(Signed) R. C. FRAZEE 
Chairman and Chief Executive Officer 


(in thousands of dollars) 


$86,885,993 
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Assets 
As at January 31 
1983 1982 
(unaudited), 

Be eto $ 1,564,046 $ 2,120,130 
eRe Bent 11,864,418 14,052,151 
Fees __ 327,063 ___ 812,166 
ISVS S27 16,984,447 

ah hn 2,697,389 2,636,025 
Bee ie ae 79,482 85,690 
athea tie 4,209,244 AN SIS) MT) 
6,986,115 VPRO 

Wee ae 213,840 283,509 
eke 1,682,849 1,471,443 
eee 7,413,208 7,191,516 
vee 50,545,853 48,898,776 
59,855,750 57,845,244 

nei he i 3,750,396 2,741,176 
ee 878,806 819,445 
Fees __ 1,659,399 __ 2,137,229 
_ 6,288,601 __5,697,850 

$86,885,993 $87,764,493 

Liabilities 

Fe are $ 7,809,816 $ 8,249,541 
Pyeneateras 16,069,144 14,043,045 
Feeeee 52,731,404 95,602,627 
_16,610,364 17,895,213 

sw — 40,000 
eR Ayeil 3,750,396 2,741,176 
See) 343,139 315,293 
Bat 2,115,580 2,777,748 
Fee ___ 2,628 meee 
_ 6,211,743 __ 5,876,334 

See 123,091 1,037,619 
wean 63,894 243,800 
Praca 439,077 441,541 
Nae hf 485 ,333 418,727 
oe __1,952,491 __ 1,851,259 
__ 2,940,795 __ 2,955,327 


$87,764,493 


As at October 31 


1982 


So S755385 
Se oS 
89,349 


15,018,402 


2,426,363 


61,033 
4,307,169 


6,794,565 


630,288 
1,491,160 
7,448 387 

50,714,624 


60,284,459 


3,471,826 
861,271 
2,025,469 


6,358,566 
$88,455,992 


$ 6,958,361 
16,115,476 
353815625 


78,405,462 


3,471,826 


346,554 
2225309 
2,249 


6,045 ,938 


Pee 


100,894 


438,871 
451,965 
1,891,650 


2,883,380 
$88,455,992 


(Signed) R. A. UTTING 
Vice-Chairman 


1981 


$ 1,656,153 
12 GMCS 
1,523,858 


[S3851G527 


3,147,591 


93,495 
4,105,340 


7,346,426 


829,198 
1,585,999 
6,948 592 

47,767,344 


De lSleles 


2,414,937 
810,266 
1,805,163 


5,030,366 
$85,359,452 


$ 7,048,266 
13,753,780 
56,063,342 


76,865,388 


2,414,937 


2D 
2,420,580 
6,305 


5,013,941 


TGO5325 


257,800 


233,128 
407,872 
1,801,998 


2,700,798 
$85,359,452 


THE ROYAL BANK OF CANADA 


Consolidated Statement of Appropriations for Contingencies 
(in thousands of dollars) 


Three Months 
Ended January 31 


Year Ended October 31 


1978 


$ 64,270 
(69,982) 


96,544 


39,082 


$129,914 


192,762 


192,762 


908 ,548 


261,105 


(57,265) 


(39,082) 


17,487 


1983 1982 1982 1981 1980 1979 
(unaudited) 
BALANCE AT BEGINNING OF PERIOD 
callitaxedeductiblejec, Jsqeces cBalicndt $100,894 $257,800 $257,800 $213,180 $212,163 $129,914 
Eosstexperience-on loans seen .m.) 2 2 - (150,000) (77,000) (679,550) (218,545) (146,976) (64,780) 
Provision for loan losses included in the 
Consolidated Statement of Income ... 113,000 63,000 344,000 185,601 124,430 106,021 
Transfer from Retained Earnings....... — —_— 178,644 77,564 23,903 41,008 
BALANCE AT END OF PERIOD 
(allstax-deductible) < js.aceenc -aumace $ 63,894 $243,800 $100,894 $257,800 $213,180 $212,163 
Consolidated Statement of Changes in Shareholders’ Equity 
(in thousands of dollars) 
Three Months Ended 
January 31 Year Ended October 31 
1983 1982 1982 1981 1980 1979 
(unaudited) 
CAPITAL STOCK 
Balance at Beginning of Period........ SUE 35 Ooo ool OO mee Sal Sammon SOLAS TS | 7/318 es memT Sec 
Issuance of first preferred shares..... _ — oo 152,340 —_ — 
Issuance of convertible second 
PLekernedesilaresaeme em oe ee ree - 210,000 210,000 — — —_ 
Issuance of common shares......... 1,308 413 1,990 2,600 7,062 — 
Par value of first preferred 
shares purchased for 
CAnNCellatOnie setae ny cise as fue (1,102) (2,000) (6,247) (2,055) — — 
Balance at End of Period............. Seeds O10 i ee eae S Se Or ln eee SO ale Sen oom S OM 4S ae Toast 
CONTRIBUTED SURPLUS 
Balance at Beginning of Period........ $ 451,965 $ 407,872 $ 407,872 $ 348,125 $ 192,762 $ 192,762 
Proceeds received in excess 
of the par value of common 
GhAareSHiSSUCGees ot meet Bere ec 33,138 10,031 41,605 59,104 155,363 — 
Gain on first preferred shares 
purchased for cancellation........ 230 824 2,488 643 — -= 
Balancerdtjbendvof Penods.. 00-4. o> - SPARSE GOS) Alton oe Oe 46S ms 407 Cie ae be S40 cle omen OD Oo 
RETAINED EARNINGS 
Balance at Beginning of Period........ $1,891,650 $1,801,998 $1,801,998 $1,513,687 $1,274,531 $1,090,793 
Prior period adjustment (note 14) .... — 21,419 21,419 a oe es 
Net income for the period .......... 2395 80,684 357,648 478,176 348 ,032 289,691 
Dividends — first preferred......... (2,706) (2,796) (11,039) (8,546) — os 
— second preferred ...... Oxi7>) (4,872) CRN) — os — 
== (QMMINDN: ao aaoema vate (43,073) (41,867) (168,228) (139,430) (94,549) (79,767) 
Transfer to Appropriations 
fOl CONUMPCMCICSI «veers: — — (178,644) (77,564) (23,563) (41,008) 
Income taxes related to 
the above transfer (note 3)........ — — 94,000 35,675 10,487 17,318 
Expenses of share issues including 
those of subsidiaries, net 
Ofmncomestaxes, (NOfe:3)i aan etek — (S20 IS, SUT), | So ee Ae) 12,406) 
Balancesatendiot Peroda seen a2. das $1,952,491 $1,851,259 $1,891,650 $1,801,998 $1,513,687 $1,274,531 
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$1,090,793 


THE ROYAL BANK OF CANADA 


Consolidated Statement of Changes in Financial Position 
(in thousands of dollars) 


Three Months Ended 


January 31 Year Ended October 31 
1983 1982 1982 1981 1980 1979 1978 
(unaudited) 
FUNDS DERIVED FROM: f 
Operations: ‘ 
Nettingomnesen: some cree ee $” 112,395" “$" 80,684" “$1 °357648 "S$" 478-176 S" 348:032 MS79289691 epee oreles 
Items not requiring the use of funds: 
Provision for loan losses ....... 113,000 63,000 344,000 | 185,601 124,430 106,021 96,544 
Depreciation er eee ee 17,104 15,616 69,206 59,205 S0;557 42,174 35,280 
Deferedtncomevtaxes: sass eeee 4,032 (36,634) (218,932) 37,425 (125735) (1,683) 12,998 
Share of income of 
associated corporations....... (262) (3,070) (11,499) (5,096) (12,435) (15,255) (11,656) 
Totall From" Operations: 2.5.96" 246,269 119,596 540,423 (Seoul 497,849 420,948 394,271 
Appropriations: 
Tax credit related to transfer to 
appropriations for contingencies .. . i a 94,000 35,675 10,487 17,318 17,487 
Other Items: 
Decrease Ins cashiresOuUnCes renee ee 1,262,875 = 833,125 — — — = 
Decreascuinysecunitles eee ree a 112,544 563,360 — — — — 
Decreasetins loans se sae en eee 424,478 — — — — — — 
Decrease in lease receivables........ 4,231 — — — os — = 
DEecreaseeincothenassetse a eee eee 366,070 — as —- oo = : — 
Increase inside pOsitsmar kareena — 1,029,825 1,540,074 21,032,204 9,258,288 9,010,540 5,689,982 
Increase-in’ othem liabilities eres = 572,788 194,040 1,267,212 566,809 106,539 183,307 
Issuancetotedebenturess sete er 1,879 260,000 382,550 189,993 75,000 155,000 60,000 
Issuancerotcapitalestockanererrmerar 34,447 Pa The Not) 250,288 214,044 161,174 — — 
Issuance of capital stock by subsidiary 
COMPaNy “eace ss). Caen ee amen ewe a= = = = = 147,553 — 
Prior-period adjustment (note14)"-7. ayy = = ZU ALO 4 ee — 
Totalikrom' Other Itemsm. see 2,093,980 POISE IAS} 3,784,856 22,703,453 10,061,271 9,419,632 5,933,289 
TTC ai a ee es he ee ct $2,340,249 $2,333,309 $4,419,279 $23,494,439 $10,569,607 $9,857,898 $6,345,047 
FUNDS APPLIED TO: 
Appropriations: 
Loss experience on loans........... $ 150,000 $ 77,000 $ 679,550 $ 218,545 $ 146,976 $ 64,780 $ 69,982 
Other Items: 
INncreaserinecashiteSOULCe Swan e a- eae = 1,132,920 — 4,709 ,644 1,389,819 2,288,749 898,216 
INGLEASCSINUSC CLINICS wake ar re ease 191,288 — — 774,238 450,771 1,414,273 1,183,828 
Increase inelOan Seed ee eee ere — 654,944 SOSSEIISY NWO PIR ile? 7,979,374 5,650,561 3,845,503 
Increase in lease receivables ........ - 59,167 94,151 A713 sy 85,365 65,589 
Increase in land, buildings and 
EQUIPIMIEN Cee warrare mentees arena nate 34,639 24,795 120,211 136,665 162,193 119,570 100,641 
Inereasenn other assets sae eee eee — 332,066 220,306 1,021,149 28280 ot 105,726 123,798 
Decreaselinedepositsa. came 1,795,098 — — — — — = 
Decrease in other liabilities ......... 116,797 — — — — a Se: 
Purchase of preferred shares for 
Gancellationiess.reren nee 873 1,176 3,759 1,412 — = —_ 
Repayment of debentures........... — 1,706 40,663 4,894 333 49,107 225 


Redemption of capital stock issued by 


subsidiary*companyaert--einad ear — — 154,031 — — 3 
Dividends paid to shareholders ...... 51,554 49,535 201,464 147,976 94,549 79,767 57,265 
TotalsOther Items ee aac 2,190,249 PSV SIBIIPE) PAD Se! NO Aoi Ds IB lilles’ 6,275,065 
Total teeta sca kitetekeoe $2,340,249 $2,333,309 $4,419,279 $23,494,439 $10,569,607 $9,857,898 $6,345,047 


48 


THE ROYAL BANK OF CANADA 


Notes to the Consolidated Financial Statements 


(All tabular figures are in thousands of dollars) 


(Information as at January 31, 1983 and 1982 and 
for the three months ended January 31, 1983 and 1982 is unaudited) 


SIGNIFICANT ACCOUNTING POLICIES 


The consolidated financial statements of The Royal Bank of Canada are prepared in accordance with accounting principles prescribed by the 
Bank Act of 1980 and the related rules issued by the Inspector General of Banks under the authority of the Minister of Finance. The 
financial statements for the years ended October 31, 1981, 1980, 1979 and 1978 which had previously been prepared under the Bank Act of 
1967, have been restated on a basis comparable with 1982. The significant accounting and reporting changes required by the Bank Act of 
1980 and their effect on Capital and Reserves as at October 31, 1981 and on Net Income for each of the years in the four year period then 
ended are summarized in Note 18. 


The accounting principles followed in determining Net Income conform in all material respects with generally accepted accounting 
principles in Canada except for (i) the deferral of gains and losses on the disposal of debt securities and (ii) the accounting for losses on 
loans. 


The significant accounting policies of the Bank are summarized below: 


Basis of Consolidation — 

The consolidated financial statements include the assets and liabilities and results of operations of all subsidiaries after elimination of 
intercompany transactions and balances. The Bank accounts for the acquisition of subsidiaries using the purchase method; any difference 
between the cost of the investment and the fair value of assets acquired is amortized over appropriate periods not exceeding 40 years. 


Investments in associated corporations (corporations owned between 20% and 50%) are accounted for using the equity method. The Bank’s 
share of earnings of these associated corporations and gains and losses realized on dispositions of investments in associated corporations are 
included in ‘‘Income from securities”. 


As required by the Bank Act, a listing of subsidiaries, associated corporations and other corporations in which the Bank owns in excess of 
10% of the voting shares is set out below. Separate condensed Statements of Assets and Liabilities and condensed Statements of Income for 
Royal Bank Mortgage Corporation and RoyLease Limited are included in Note 20. 


Translation of Foreign Currencies — 

Assets and liabilities denominated in foreign currencies are translated into Canadian dollars at rates prevailing on the balance sheet date: 
income and expenses are translated at prevailing quarter-end rates. 

Foreign exchange positions are hedged as much as practicable by forward exchange contracts. Any gain or loss on the unhedged foreign 
exchange position at the end of each quarter is included in “‘Other income”’. 


Securities — 
Securities include both investment account and trading account securities. 


Investment securities are carried at amortized cost. Premiums and discounts are amortized to income on the yield method over the period to 
maturity of the related securities. Gains and losses realized on disposal of debt securities other than Treasury Bills, are deferred and 
amortized to income over five years. Gains and losses realized on disposal of other investment securities and write-downs to reflect 
permanent impairment in value are included in income in the year in which they occur. 


Trading account securities are carried at estimated current market value. Gains and losses realized on disposal and unrealized valuation 
adjustments are included in income. 


Loans — 

Loans are stated net of any unearned interest and of any specific provisions established to recognize anticipated losses. Accrued interest on 
loans is included in *‘Other assets’’. 

The accrual of interest income on loans is discontinued when the payment of principal or interest on such loans is ninety days past due, or 
sooner if in the judgment of management, there is doubt as to the ultimate collectibility of some portion of principal or interest. Such loans 
are classified as non-productive and any previously accrued but unpaid interest thereon is reversed against “‘Income from loans’’ of the 
current period. In subsequent periods, interest from such loans is taken into income only when realized. 


The ‘‘Loss experience on loans’’ (representing net new specific provisions for losses on loans plus write-offs less recoveries of loans 
previously written off) is not deducted in arriving at net income but instead is charged to “Appropriations for contingencies”’. The 
‘‘Provision for loan losses’? (based upon a formula prescribed by the Minister of Finance designed to average the loss experience over a 
five-year period) is charged to income and credited to ‘‘Appropriations for contingencies”. 


Acceptances — 
The Bank’s potential liability under acceptances is reported as a liability in the Consolidated Statement of Assets and Liabilities. The 
Bank’s recourse against the customer in the case of a call on these commitments is reported as an offsetting asset of the same amount. 
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Land, Buildings and Equipment — 
Land, buildings and equipment are reported at cost and are depreciated principally on the straight-line method over their estimated useful 
lives as follows: 


Buildings 20 to 50 years 
Furniture, fixtures and equipment 7 to 10 years 
Leasehold improvements term of lease plus first option period 


Appropriations for Contingencies — 

The Bank makes appropriations for contingencies with respect to possible unforeseen losses on loans (in addition to specific provisions for 
identifiable losses) through transfers from Retained Earnings. Of such transfers, the maximum amount which may be made on a 
tax-deductible basis is prescribed in regulations of the Minister of Finance. The cumulative tax-deductible amount of appropriations for 
contingencies is limited to an amount equal to a percentage (1'2% of the first $2 billion and 1% of the excess thereafter) of eligible assets 
net of specific provisions for losses relating to such assets. 


ACQUISITIONS 
During the two year period ended October 31, 1982, the Bank acquired the following subsidiaries: 
1982 — 


Canadian Acceptance Corporation Limited 
(subsequently amalgamated with RoyLease Limited) 
Banque Occidentale pour |’Industrie et le Commerce (Suisse) 
(subsequently renamed The Royal Bank of Canada (Suisse)) 
Tennant Guaranty Limited (subsequently renamed 
The Royal Bank of Canada Trade Finance Limited) 
The Finance Corporation of Bahamas Limited 
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Hansische Kaufmannsbank A.G. 
Orion Bank Limited (interest increased from 20% to 100% and subsequently merged with The Royal Bank of Canada (London) Limited to 
form Orion Royal Bank Limited) 


The initial consolidation of these acquisitions increased total assets by $900 million in 1982 and by $3,900 million in 1981. 


INCOME TAXES 
The total income taxes for each period are reported in the financial statements as follows: 


Three Months 


Ended January 31 Year Ended October 31 
1983 1982 1982 1981 1980 1979 1978 
Statementhotalinc onesie ee ee eee eee $26,000  $(17,000) $ (28,000) $160,219 $60,876 $60,557 $135,651 
Statement of Retained Earnings — 
Transfer to appropriations for contingencies ....... — — (94,000) (35,675) (10,487) (17,318) (17,487) 
Expenses of share issues, including those of 
SUDSICV AHS SAS very ice Weer. eens tor ee eee ee = (3,250) (3,250) — (1,277) (2,304) — 
otaleIncome=Vaxsexpense: (Credits) iss ere $26,000 $(20,250) $(125,250) $124,544 $49,112 $40,935 $118,164 


The total amount of income taxes differs from the amount currently payable because certain income and expense items are reported in the 
financial statements in periods other than those in which they are reportable for tax purposes. The deferred income tax credits represent 
income tax benefits related to deductions available to reduce taxable income of future periods. The current and deferred income taxes are as 
follows: 


Gurrent income taxes: 6 se eee ee $21,968 $ 16,384 $ 93,682 $ 87,119 $61,847 $42,618 $105,166 
Defemedtincomentaxcs semen ee tar n tennant 4,032 (36,634) (218,932) 37,4256 2185) leOS3) 12,998 
Total Income Vax Expenses (Credits) ms. te eee $26,000 $20,250)  $(125,250) $124,544 $49,112 $40,935 $118,164 


The effective income tax rate is less than the combined federal and provincial statutory income tax rate for the following reasons: 


Combined federal and provincial statutory income tax 
TALC icerasece> ore CARIN POR en NOR Se ce arg Ae as 49.1% 50.3% 50.3% 51.0% 50.5% 48.6% 48.4% 
Increase (decrease) in rate resulting from: 
Tax exempt income from securities, primarily 
income debentures, term preferred shares and 


small business development bonds............. (2233) (68.7) (54.2) (23.2) (29.5) (28.8) (9.4) 
Lower average tax rate applicable to foreign 
Subsidiaries ena ee ee ce ee (8.4) (6.8) (10.8) (4.6) (Gam (5.8) (S52) 
LO oes eee WNC Peas ea IPR Fe Ce MOG 3 Nigta wen fd 4 (ieSy) Gre 17 6 2S | 
Effective incomestax, rate -asenweles et rne ry ee 18.8% (26.7) % (8.5)% 24.9% 14.4% 16.5% 33.9% 
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INCOME PER SHARE 


Basic Income per Share is after deducting preferred dividends and has been calculated on the average number of common shares 
outstanding. The average number of common shares outstanding for the three months ended January 31, 1983 was 85,482,628 (1982- 
83,152,479) and for the year ended October 31, 1982 was 83,830,058 (1981 — 81,710,495; 1980 — 73,401,956; 1979 — 73,180,800; 
1978 — 73,180,800). 


Fully Diluted Income per Share has been calculated on the average number of common shares which would have been outstanding in each 
period assuming conversion of all convertible securities outstanding as at the beginning of each period or date of issue if later. For purposes 
of this calculation, income has been increased by the after-tax interest on convertible debentures, the dividends on convertible preferred 
shares and an imputed after-tax return at an appropriate rate on additional funds of $42,000,000 which would be received on the conversion 
of the convertible preferred shares. 


SECURITIES 
is ee ee = tO SN a 
1983 1982 1982 1981 
SECURITIES ISSUED OR GUARANTEED BY 
(CAVITE VON 22 45 RSS alot AON SERRE OOOO on sce e MER sc, 3b. 2 $2,697,389 $2,636,025 $2,426,363 $3,147,591 
Provinces and municipal or school corporations in Canada........ 79.482 85,690 61,033 93,495 
OTHER SECURITIES 
Debt Securities: 
Eieatingeratesincome debentunesmms sacs: see see eee 619,145 758,399 747,786 825,072 
Floating rate small business development bonds .............. 714,062 884,564 806,077 439,953 
HUNG Soo a geet en ee en ee oh Bere ees Aires oe ner en ee 590,905 Wigan 2 629,027 714,766 
Equity Securities: 
Monti cerateatenmmeapnrerenme dS ManeS peta. ete) aimee eae: tenet 1,876,045 1,883,321 15,825,991 1,888,165 
PASSOGIALE ds CORMOALIONS is ere mete oa Sie) 5 ois et mAs er 94 966 79,484 82,975 74,821 
@(hetarey ene seks Sea ue Ree oe Ev oo eae era ae eke pelo2 a7 245,313 __ 162,563 
$6,986,115 $7,236,952 $6,794,565 $7,346,426 
January 31, 1983 October 31, 1982 
Maturity Estimated Estimated 
Within letons Sito 5 to 10 Over 10 Carrying Market Carrying Market 
1 year years years years years Amount Value Amount Value 
SECURITIES ISSUED 
OR GUARANTEED BY 
(Ganaday ann sere se SIRS 5 27 OM OM OS. 057) MhemS 409%). 195230855 8,345 $2,697,389 $2,697,232 $2,426,363 $2,420,706 
Provinces and 
municipal or 
school 
corporations in 
Ganadar seek. 2e 37,886 21,946 i333) 2,877 5.442 79,482 77,810 61.033 58,117 
OTHER SECURITIES 
Debt Securities: 
Floating rate 
income 
debentures... -- 125,612 PVD 111,655 158,541 10,425 619,145 619,145 747,786 747,786 
Floating rate 
small business 
development 
bonds 3,783 395,992 314,287 _- = 714,062 714,062 806.077 806,077 
Other series: 214,920 101,405 74,586 122-515 77,479 590,905 574,739 629,027 611,818 
Equity Securities: 
Floating rate term 
preferred shares. . 56,013 172,825 601.367 = 1,015,340 30,500 1,876,045 1,876,045 1,825,991 1,825,991 
Associated 
Corporations .... — — — ~ 94 966% 94,966 94.966 82.975 82,975 
@ihetey roe es — — — — 314 121% Posi4oy 314,121 215,313 195,218 


$2.753.484 $1,070,137 $1,126,635 $1,494,581 $ 541,278 $6,986,115 $6,968,120 $6,794,565 $6.748,688 


*These securities have no stated maturity 


OTHER LOANS 


Provinces and municipal or 

school corporatfonsuini Canada ease ees eee eer ere eS a 
Associated: conporationSy.aa. 2g er oe oe ee ee ce 
EASE TECEIVADIES a. rey loca get tal, Mine et ee weeny 
©Otherloans muCanadianecumenGves ass eee aera rs eee 
Other loans int forelonecunren closer arti ere net etn eee 


LAND, BUILDINGS AND EQUIPMENT 


Accumulated 
Cost Depreciation 
Wand xchat cttuas Cen eee eee ee $ 120,012 $ — 
Buildings; gets ack sean anten eae 550,192 103,546 
Furniture, fixtures and equipment... . 424,593 223,336 
Leasehold improvements ........... 182,537 71,646 
$1,277,334 $398 528 


OTHER ASSETS 


ACCME IMTS STi ate creas cro a v cee are ner ny desl eur Mae oes Naleeeta neste 
Unamortized past service pension contributions................. 
Deferred income jtaxes. . cue hredatewie - ac teapier nomen cceeiers Sie 


DEPOSITS 


Deposits: byiGanada.ax.2% Sara cfs 2 eae DePee tee  o e ena ee 
Deposits: by provinces wong, no: one See a Se eae ac ors 
Depositseby banksa acta. tterse <ceacna eae eet ea weer eee 
DEVO MON? TCIM: Sook odnecosuasacahouusoceEthcheg aod 
OMT: CE POSS Jame ioe vexnc ota «Sons ee te MR Ceo ase 


LIABILITIES OF SUBSIDIARIES OTHER THAN DEPOSITS 


January 31 


Panos UGCA 
$1,001,568 $1,656,552 
57,930 63.650 
WSysiis) — 
526.528 417,027 
$1,659,399 SOS yao 
January 31 
1983 1982 
$ 1,308,876 $ 1,869,691 
425,881 80,907 
20,011,461 21,039,705 
31,953,390 Qe-S14 272 
22,910,756 26,090,638 
$76,610,364 $77,895,213 


The following long-term liabilities of subsidiaries are subordinated in right of payment to claims of the 


creditors of the respective subsidiaries: 


RoyLease Limited 
- Long-term notes payable in various 
amounts to 1995 and bearing interest 
at ratessfrommso747o tO lll /4 7c eee eee ee eee 
The Royal Bank of Canada (Curacao) N.V. 
Te/ATADNE 100/000: 000ibonds. duesl990 5. eeaerm ee ea ene 
Other:subsidiaries oc. sod ee ee ne ee 
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January 31 
1983 1982 
$280,197 $248,043 
49 860 51,360 
13,082 15,890 
$343,139 $315,293 


January 31 October 31 
1983 1982 1982 eH” 
$ 361,034 Smee si QAGS oS:  S82.169 $ 407,838 
70,835 200 51,856 150 
597,745 566,992 601.976 507,825 
USN GSISIS 28,820,829 28,993 490 26,583,691 
Oe ee 
$50,545 853 $48,898,776 $50,714,624 $47,767 344 
January 31 October 31 
1983 1982 1982 1981 
Net Book Net Book Net Book Net Book 
ee ae Naive Ai 
$120,012 $123,334 $119,232 $118,193 
446,646 434,091 436,554 435,881 
2OIEZ57) 161,820 191,945 167,331 
ee AD es Bees) 
3878 ,806 ool ae $861,271 $810,266 


October 31 


1982 ee 
$1,189,531 $1,345,064 
59,360 65,080 

79 364 — 
697.214 395,019 
$2,025.469 $1,805,163 

October 31 

1982 1981 
$ 696,078 $ 884,030 
764.979 127,799 
19.762.586 20,549,445 
32,059,422 29,262.45 1 
25) MBIT 26,041,663 
$78 405.462 $76,865,388 


Bank’s depositors and certain other 


October 31 
1982 1981 
$287,239 $115,552 
48 493 54,120 
10,822 2,447 
$346,554 $172,119 


. OTHER LIABILITIES 


January 31 October 31 
1983 1982 1982 1981 
UNC OLUCOMMCCTES Uses Shee tte ae ate ae ey SRO eer SPA $1,381,541 $1,891,646 $1,593,789 $1,656,185 
Detemedumcometaxes eer te oe a Pee tn eee ee — 106,488 -—— 95,733 
AANCCOUNIS Payablerand accrued exXpenses-n. 000s. . sees eee ee 734,039 779,614 631,520 668 ,662 
$2,115,580 $2,777,748 $2,225,309 $2,420,580 


DEBENTURES 


The debentures are direct unsecured obligations of the Bank and are subordinated in right of payment to the claims of depositors and certain 
other creditors of the Bank. In accordance with the formula prescribed in the Bank Act, as at February |, 1983 and November |, 1982 the 
Bank had the capacity to issue an additional $315,000,000 and $270,000,000 respectively of debentures. 


January 31 October 31 

MATURITY RATE 1983 1982 1982 1981 
April 1, 1982 84% $ — $ 35,000 $ — $ 35,000 
February 15, 1984 8% Callable on or 

after February 15, 1982 40,000 40,000 40,000 40,000 
May 15, 1986 10% Callable on or 

after May 15, 1984 40,000 40,000 40,000 40,000 
June |, 1986 94% 60,000 60,000 60,000 60,000 
April 7, 1987 (2) 123,670 — 122,550 — 
June 1, 1987 9% 75,000 75,000 75,000 75,000 
December |, 1987 T'A% (1) Callable on or 

after December |, 1982 789 859 789 950, 
April 1, 1988 Wa% (1) Callable on or 

after April 1, 1984 26,605 28,941 26,685 30,210 
February 15, 1989 10.40% 75,000 75,000 75,000 75,000 
November 15, 1990 (3) 75,000 75,000 75,000 75,000 
April 15, 199] 7% (1) Callable on or 

after April 15, 1983 2,924 2,969 P2925 Sali, 
July 22, 1991 12% (4) Convertible 100,000 100,000 100,000 100,000 
December 9, 199] (5) Convertible, callable on or 

after December 10, 1986 260,000 260,000 260,000 
February 15, 1992 9% (1) Callable on or 

after February 15, 1985 36,350 40,000 36,350 40,000 
May 15, 1994 10% (1) Callable on or 

after May 15, 1986 40,000 40,000 40,000 40,000 
December 1, 1994 10% Maturity on December |, 1984 

at the option of the holder 

and callable on or after 

that date 75,000 75,000 75,000 75,000 
May 22, 2000 11%% (1),(6) Callable on or after 

November 22, 1992 O28 89,850 WS: 89,993 


IAS OO Sn OSi AO Ommeolnt 2 lee I mem 93 25 


(1) Subject to sinking fund provisions. 

(2) The April 7, 1987 debentures are denominated in U.S. dollars and are carried at the Canadian equivalent of U.S. $100,000,000. These 
debentures bear interest at a rate equal to the average of the six months LIBOR. 

(3) The November 15, 1990 debentures bear interest at a rate of % of 1% below the Bank’s average daily prime rate. 

(4) The July 22, 1991 debentures are convertible at the option of the holder prior to July 21, 1991 into common shares at a conversion 
price of $35 per common share. These debentures are also convertible at the option of the Bank on or after July 23, 1986 at a 
conversion price of $35 per common share if the common shares have traded at or in excess of certain weighted average prices. 

(5) Subject to the call provisions, the December 9, 1991 debentures are convertible at the option of the holder up to and including 
December 9, 1991 into common shares at a conversion price of $30 per common share subject to adjustment in certain events. The 
debentures bear interest at a rate of 15!2% to December 9, 1983 and 114% thereafter. 

(6) The May 22, 2000 debentures are denominated in U.S. dollars and are carried at the Canadian equivalent of U.S. $75,000,000. 


The aggregate sinking fund requirements and maturities of the Bank’s debentures outstanding, assuming the earliest possible dates of 
maturity under the terms of the issue, are as follows: 
January 31, 1983 October 31, 1982 


Wathinr IRvcuic. Oo cece = ons nn eee tee) ame $ 605 $ 685 
IEVROLaaY WIC). 22 SCHL ten o apa eke eten io oem ao bie DOK Deuad racic 120,350 45,350 
[DDO ae aa guguben come ng joan e araema ee 6,000 S000 
Feel) SMS SCM iam CO Bae er oeeaT ae pon aae Toree S235 Uh 321.498 
(Fy Rele pocorn ONES eninhie SES adhe cos ode Ot Sales Gee 595.567 571,084 
Ovet LO! Veats res esieun le esa one este ae 77,052 101,595 

$1,123,091 SII2 15212 


=e, 


13. CAPITAL STOCK 
Authorized Capital Stock — 


Preferred — 50,000,000 First Preferred Shares and 50,000,000 Second Preferred Shares without nominal or par value. issuable in series: 
the aggregate consideration for which all the First Preferred Shares and all the Second Preferred Shares may be issued shall not exceed 


$1,250,000,000 in each case. Common — 250,000,000 shares of $1 each. 


Changes since October 31, 1979 in Capital stock were as follows: 
Preferred Stock 


Total 
First Preferred Second Preferred Preferred 
Number Number Stock 
of Shares Amount of Shares Amount Amount | 
OGtObeR Sie Si Six ae eer eee — = = Ne —— 
LOSORRT eines eO isi tite eee eee — = == == = 
October Sil SO er eee eee —= — —- —. — 
lOSO Rights Oiteriniceyevaee) ee —- — —- — — 
Shareholder Dividend and 
Share Purchase Plan.......... ve = * ars — oo 
Issuance of First Preferred Shares . 6,094 152,340 — — 152,340 
Purchase of First Preferred 
Sharesiiomeancellationmeese se (83) @3055)) — — (2,055) 
OCtobEenrsiea lO Sill eee eee ie: 6.011 150,285 = = 150,285 
Shareholder Dividend and Share 
Punchasevelaniees cee nec enc: — — — — — 
Purchase of First Preferred 
Shares for cancellation........ (80) (2,000) = — (2,000) 
Issuance of Second Preferred Shares — — 8.400 210,000 210,000 
Levant Sb, IRE a bon sio 59 6) Bape 5,931 148 285 8.400 210,000 358,285 
Shareholder Dividend and 
Shareseurchase Plante | see — — — — — 
Purchase of First Preferred 
Shares for cancellation........ (169) (4,247) as — (4,247) 
Oclobersilee LOSlee eee ee 5, HOP 144,038 8,400 210,000 354,038 
Shareholder Dividend and Share 
KEARSE TIEN. Sa Ao a ates — = — — — 
Purchase of First Preferred 
Shares for cancellation: <7... (45) CUMO3)) — — (1,103) 
Weinanay Sil. WSS) oe ce abe oe sons SLE *Sl422935 8,400 $210,000 $352,935 


Common Stock 


Total 
Common 
Number of Stock 


Shares (3) Amount 


HOmuSil $73,181 


6,808 7,062 
79,989 80,243 
2,340 2,086 
514 514 


86,142 $86,142 


Total 
Capital 
Stock 
Amount 


$73,181 
7,062 


80,243 
2,086 


514 
152,340 


(2,055) 
233,128 


413 


(2,000) 
210,000 


441.54] 


Lesa 


(4,247) 
438,871 


209 


(1,103) 
$439,077 


(1) The Bank has undertaken to purchase in each calendar quarter 48,000 of the First Preferred Shares Series A, if available, at prices not 


exceeding $25 per share. 


(2) Subject to the Bank’s right of conversion, the Second Preferred Shares Series A are convertible at the option of the holder up to and 
including December 8, 1988 into one Common Share upon payment by the holder of $5, being a conversion price of $30 per Common 
Share, subject to adjustment in certain events. If, after December 8, 1984, the Common Shares have traded at a price in excess of 
125% of the prevailing conversion price for a specified period, the Bank shall have the right, upon notice, to convert the Convertible 
Preferred Shares into Common Shares at the prevailing conversion price. No additional payment will be required from the holders of 
Convertible Preferred Shares so converted. However, during the notice period, a holder of Convertible Preferred Shares will continue 

to have the right to convert, at his option, each Convertible Preferred Share into one Common Share upon the payment of $5 per share 
converted. Commencing January 1, 1989, the Bank has undertaken to purchase in each calendar quarter 1% of the shares, outstanding 
as of December 10, 1988 if available, at prices not exceeding $25 per share. The Convertible Preferred Shares are retractable at the 


option of the holder on or before November 9, 1988 at a price of $28.75 per share. 


(3) After adjustment for the two for one stock split in March 1981; there were no shares issued during the years 1978 and 1979. 


January 31, 1983 


Common Shares were reserved for possible issuance as follows: 


— Under thersharcholder DividendrandiShare Purchaser 2 lanieeae ieee ane eee 
—— Uponiconversion otethemulys22 199 ldeben tne sieges ee wena an ii ae een eee 
— UponiconversionvortheyDecemben. ile S ltdebemtine seas en nna ee aera ern ee 
—— Upen’conyersionvoithe:secondsPreremedeshares; Series eAN 7 cny ieee einen ener 


54 


(in thousands) 


October 31, 1982 


2,496 
2,857 
8,667 
8,400 


22,420 


14. PRIOR PERIOD ADJUSTMENT 


Pursuant to a change in the application of foreign currency translation rules, a prior period adjustment of $21,419,000 was credited to 
Retained Earnings in the first quarter of 1982. This amount represents the net unrealized translation gain on investment positions in certain 
foreign subsidiaries, branches and associated corporations which occurred prior to October 31, 1981 but which was not recorded in 
consolidated net income. Retroactive application has not been given to this adjustment as the effect on net income for any one of the years 
in the four year period ended October 31, 1981 was not material. 


15. LONG-TERM COMMITMENTS FOR LEASES 


Rental expense for buildings for the three months ended January 31, 1983 was $22,961,000 (1982 — $18,914,000) and for the year ended 
October 31, 1982 was $88,541,000 (1981 — $69,989,000; 1980 — $56,311,000; 1979 — $50,220,000; 1978 — $48,325,000). 


Minimum future rental commitments for buildings under long-term non-cancellable leases as at October 31, 1982 for the next five years are: 


LOSS age ee eee $51,637 
LOS A Sashes diese ee es sine 47,551 
NO SS eewieyeuntes ete hee 44,261 
LOS Ostia ete 39,425 
INS ewes ates tlkes cn teen a Bere 34,789 


Annual rental commitments after 1987 are in decreasing amounts. 


16. PENSION PLAN 


The Bank has an employee pension plan which is available to all employees after five years service or at age 25 on a contributory or a 
non-contributory basis. 


Total pension expense, which includes amortization of past service costs over the average future service lives of employees aggregated 
$6,766,000 for the three months ended January 31, 1983 (1982 — $5,970,000) and $20,836,000 for the year ended October 31, 1982 
(1981 — $22,193,000; 1980 — $30,895,000; 1979 — $28,379,000; 1978 — $24,138,000). 


An actuarial valuation of the pension fund is performed at least every three years. As at January 1, 1982, the date of the latest valuation, 
the pension plan was fully funded. Other assets include unamortized past service pension contributions of $57,930,000 as at January 31, 
1983 (1982 — $63,650,000) and $59,360,000 as at October 31, 1982 (1981 — $65,080,000). 


17. GUARANTEES AND LETTERS OF CREDIT 


Contingent liabilities under guarantees and letters of credit are as follows: 


January 31 October 31 
1983 1982 1982 1981 
GEATRNTTIS eB g 5 of aca RET AG ore EOL EEICE eens Pane $1,877,221 $1,998 505 $1,729,985 $1,777,014 
IReLCKS Ol CLCCIE Pe Met. or. ce eR A cine «eee See es Se Bie ses 1,693,883 1,863,519 1,690,633 1,631,814 
$3,571,104 $3,862,024 $3,420,618 $3,408,828 


18. EFFECT ON FINANCIAL STATEMENTS OF BANK ACT REVISIONS 

The Bank Act of 1980 substantially revised many of the financial accounting and reporting practices applicable to chartered banks, effective 

November |, 1981. 

Summary of Significant Accounting and Reporting Changes 

1) Consolidation and Equity Accounting — 
All subsidiaries are now consolidated whereas previously only wholly-owned banking subsidiaries were consolidated. This has the 
effect of increasing the total assets of the Bank. Similarly, the revenue and expenses of the previously non-consolidated subsidiaries are 
now consolidated with those of the Bank. This has the effect of increasing or decreasing net income of the Bank to the extent the 
Bank’s share of the net income of the subsidiaries exceeds or falls below the dividends received by the Bank. 
The Bank’s share of income of associated corporations (companies owned between 20% and 50%) is now included in the Bank’s 
‘‘Income from securities’? whereas previously only dividends from these companies had been included in income. 


2) Guarantees and Letters of Credit — 
The contingent liability of the Bank in respect of guarantees and letters of credit is no longer shown on the Statement of Assets and 
Liabilities as a liability offset by an equal asset. This has the effect of reducing the total assets and total liabilities of the Bank. 

3) Securities — 
Debt securities held in the Bank’s Investment Account are carried at amortized cost. Equity securities are carried at cost less any 
amounts provided for permanent impairment of value. Previously, securities other than those of Canada and the provinces were carried 
at the lower of cost and market value. 
Realized gains and losses on disposal of securities, which previously were recorded in Accumulated Appropriations for Losses are now 
included in ‘‘Income from securities’’. Gains and losses on debt securities are taken into income over a five-year period whereas gains 
and losses on equity securities are recorded in income in the year realized. 

4) Appropriations Account — 
Subject to certain adjustments, the General portion of Accumulated Appropriations for Losses was replaced by **Appropriations for 
Contingencies”: the Tax-Paid portion was included with ‘‘Retained Earnings’’. Changes in the balance of Appropriations for 
Contingencies are made through transfers to or from Retained Earnings. 


5D 


20. 


5) Shareholders’ Equity — 
The Shareholders’ Equity section is restructured and the combined balances of Rest Account and Undivided Profits allocated to 
‘‘Contributed Surplus’’ and ‘‘Retained Earnings’’. Proceeds received in excess of the par value of shares issued are included in 
‘‘Contributed Surplus’’. Dividends declared are shown as a charge to Retained Earnings. 


As a result of the above changes, previously reported balances have been restated as follows: 


1981 1980 1979 1978 
Consolidated Statement of Assets and Liabilities as at October 31 - 
Total liabilities-decreaseaibymeeen yee a rea ee eee eee ee $2,310,823 $1,450,969 $1,148,804 $383,774 
Total assets decreasedibyje-.) sent ener ee eee ear 2,156,669 1,351,741 1,046,329 301,462 
Total’ capital and reserves mcreased ibys 9st.) cer eee $ 154,154 51) 299,228 $ 102,475 $182,312 
Consolidated Statement of Income for the year ended October 31 
Netaincomesmercasedi (decreased)! Dyaaeeer tien errata $ (14,344) $ 20,602 $ 18,978 $ 27,203 


. SUBSEQUENT EVENTS 


On February 17, 1983 the Bank obtained the approval of the Minister of Finance to change the authorized Common Shares from $1 par 
value to without nominal or par value and to limit the aggregate consideration for which all Common Shares may be issued to 


$3,000,000,000. 


Pursuant to an underwriting agreement dated May 26, 1983 the Bank has agreed to issue a minimum of 14,000,000 and a maximum of 
15,000,000 $1.45 First Preferred Shares Series B for estimated net proceeds of $271,200,000 and $290,720,000 respectively after deducting 


the underwriting fee and estimated expenses of issue. 


FINANCIAL STATEMENTS OF MORTGAGE AND LEASING SUBSIDIARIES 


Royal Bank Mortgage Corporation (formerly RoyMor Mortgage Corporation) 


Condensed Statement of Assets and Liabilities 


Assets 

Residential mortgageseanc ac 25 dea armours nares torte ia See ceca 
Other investments#ee >: a0) aa ea ee eee eee er er 
OUherassets Rice ees CRS ee OD ch, ee ere ee 


Liabilities 
Accruedunterestzand other liabilities). eee ene nee 
The/Royal’Bankdots Canad anya vag er on ieee ae 
Shoit-termepromissomanotess-se een an eer eater eee 
Investment certificates 

Dueswithintonet year Geary. sk eee eee noe center: Orta 

Dueiibeyondkonesyeata. geen eer ei ce meee ne i eee eee eee 
Longtermn debt aeen. far ate estrone Se cee eee 
Deferredsincome: taxes apy aera cee ee Ayre ee ae ee 
Capital Stock 

Preferred) «.\: 22 (Gace eS eas Ce le ee eee 


56 


January 31 
1983 pr 5) 
(unaudited) 
$3,709,291 $2,349 554 

117,666 105,604 
3,855 4,375 
$3,830,812 $2,459,533 
BS OW NOH Saas 259 
47,903 11,308 
1,063,484 319,977 
1,536,516 851,801 
907,294 IR135,985 
SRO 3,821 
18,644 14,732 
125,000 75,000 
4,800 4,800 
16,387 10,920 
$3,830,812 $2,459 533 


October 31 
EOSIN OS Teky 
$3,239,455 $2,178,089 

109,835 101,790 
____ 3,573 feet Pe eee 
$3,352,863 $2,285 328 
$ 154,645 $ 95,801 

$2,869 33,542 
611,620 101,998 
1,388,221 759,948 
1,002,807 VAlSse28i 
3,682 33,836 
17,606 13,853 
105,000 75,000 
4,800 4,800 
11,613 11,319 
$3,352,863 $2,285,328 


Royal Bank Mortgage Corporation (formerly RoyMor Mortgage Corporation) 
Condensed Statement of Income 


Three months 
ended January 31 


1983 1982 1982 
(unaudited) 


Income 
Interest on mortgages.......... $132,839 $ 81,881 $391,960 
Interest on investments......... 3,822 5,025 18,117 
EMG Tareetente esse ete sey be eh 4 357) 
136,662 86,910 410,114 
Expenses 
Interest — The Royal Bank 
Ofe@ ana ayant ces. cea 764 Ga. 1,739 
Interest on short-term 
PROMISSOTy NOLESan cme = 27,306 le 55,188 
Interest on investment certificates 86,423 70,130 314,084 
Interest on long-term debt ...... 74 808 1,034 
Operatine expenses sncer see « 955 5,681 24,268 
V2 s22) 84,508 396,310 
Net Income Before Income Taxes... . 14,140 2,402 13,804 
LICOTMC MARCI eset ao eae Nt 6,692 1,220 6,437 
ING tan COME sacar. tasadie cer caerts oe bas $ 7,448 Ses. a TES 


Year ended October 31 


1981 1980 
$223,082 $116,518 
16,129 14,383 
1,326 938 
240,537 131,839 
1,092 179 
14,551 10,118 
191,652 103,001 
3,733 4,756 
15,587 8,280 
226.615 126,334 
13,922 5,505 
6,820 (818) 
om 1102 © 376,375 


Note: The Royal Bank of Canada owns 99.9% of the capital stock of Royal Bank Mortgage Corporation. 


RoyLease Limited 
Condensed Statement of Assets and Liabilities 


January 31 
eS AES 
(unaudited) 
Assets 
Recenvablesundemleaseraonce Mens ements pire aetiee nora te $467,870 $323,720 
Amount due under conditional sales agreements ................ 118,245 9,768 
URGE oa. G a secdiang. aide la SR IL a en) eer __ 5,882 _ 28,354 
$591,997 $361,842 
Liabilities 
AMcemiedrinierest and othermiabilitieSs jane teins os. oe eee. $ 26,305 $ 16,836 
SHOR OnMEPLOMISSOY NOLES meet re eraeicis te, eue oe ire wie aetna 42,496 58,488 
Long-term debt 
ihesRovalaBankszoh Canadaiereterse 2 ar weeractac = td taal 83,400 123,675 
OUTER oe SS ae es ee ee ee ee ee oer 308,475 113,494 
WererredeincOmentaxeGr gta ae us hice etd: qleee a ceatouncaber near 50,699 6,140 
Capital Stock 
PRCle hie Cpe mere ee rte ec cssscla ok ave) anourre tangas a 28,000 28,000 
(GO ONME eT rc ven lo tes Sicirene siete Hose? en Tey PONS 19,850 
Retamedseanmin ss) (Demi) mame: cute seuss sie ose ese eet 30,647 (4,641) 
$591,997 $361,842 


a7 


is, 


$ 75,106 
5,003 
871 


80,980 


739 


816 
63,082 
4,339 
5,642 
74,618 
6,362 
1,956 


$ 4,406 


1978 


$ 93,576 
35975 
1,087 


98,638 


161 


720 
74,864 
7,185 
6,412 


89,342 


9,296 
4,462 


$ 4,834 


October 31 


1982 


$473,490 
146,806 
16,001 


$636,297 


$ 35,064 
31,286 


123,400 
317,866 
50,094 


28,000 
2NEO TS 
28,612 


$636,297 


1981 


$324,193 
9,976 
10,398 


$344,567 


$ 11,692 
28,334 


140,432 
115,552 
5,760 


28,000 
19,850 
(5,053) 


$344 567 


RoyLease Limited 
Condensed Statement of Income 


Three months 
ended January 31 


1983 1982 
(unaudited) 
Income 
Le aS ena res asi ep eter cee $14,655 $10,158 
Conditional sales agreements... . 5,457 244 
Othereme 2:52 eee ee 182 137 
20,294 10,539 
Expenses 
Interest on short-term promissory 
MOLESie. fer ete ew aee ac ee es 793 sy) 
Interest on long-term debt ...... Ms} 3,090 
Interest — The Royal Bank of 
Canadasncnnnc hace cireademroce 3,437 4,031 
OperatinecexpenseSmeser ee 4,375 1,307 
15,728 9,747 
Net Income (Loss) Before Income 
IRAN Si ete rare rere eee Me cet tee 4,566 792 
Income  Taxcsinn., +2 \esirete me eutiet 2,094 380 
ING imi fateroy SMO MESS) ob OA Bigs soe $ 2,472 $ 412 


Year ended October 31 


1982 1981 
$57,309 $36,171 
24,450 1,483 
Hes) 418 
89.289 38,072 
6,804 24,104 
26,815 12527) 
22,920 5,536 
205573) 3,364 
TN 45,531 
2h (7,459) 
2 eS (E57) 
$ 8,694 $ (3,888) 


NOTES: (1) The Royal Bank of Canada owns the entire capital stock of RoyLease Limited. 

(2) As at October 31, 1982, RoyLease Limited amalgamated with Canadian Acceptance Corporation Limited, which had 
previously been a wholly-owned subsidiary of The Royal Bank of Canada. The Condensed Statement of Assets and Liabilities 
as at October 31, 1982 includes the assets and liabilities of Canadian Acceptance Corporation Limited; the Condensed 
Statement of Income for the year ended October 31, 1982 includes the income and expenses of Canadian Acceptance 
Corporation Limited from January |, 1982, the date of acquisition by the Bank. 
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1980 


$27,859 


891 


28,750 


S215 
7,463 


6,064 


2,689 
31,431 


(2,681) 


(1,276) 
$ (1,405) 


$16,206 


1979 


Ibs) 
17,385 


1978 


$12,924 


[ous 


14.437 


Corporations in which the Bank owns, directly or indirectly, more than 10% of 
the Voting Shares 


Carrying Value 
of Voting Shares 
owned by 


the Bank as at Percent of 
October 31, 1982 Young Shares 


Principal Office (in thousands owned by 
Name Address of dollars) the Bank 
Royal Bank Mortgage Corporation Montreal, Canada $ 16,413 99.9% 
RoyLease Limited Montreal, Canada 67,012 100 
Royal Bank Realty Incorporated Montreal, Canada F233 100 
Globe Realty Management Limited Toronto, Canada 100 
Royal Bank Export Finance Co. Ltd. Toronto, Canada 10,000 100 
RoyNat Limited Montreal, Canada 19,055 41.5 
Aetna Financial Services Limited Montreal, Canada — 40 
RoyMark Financial Services Limited Toronto, Canada 20 50 
Chargex Limited Montreal, Canada — en) 
The Royal Bank and Trust Company New York, U.S.A. 144,290 100 
Banco de San Juan San Juan, Puerto Rico 46,788 100 
RBC Houdstermaatschappij B.V. Amsterdam, Netherlands 16,409 100 
The Royal Bank of Canada (Curacao) N.V. — Curacao, Netherlands 
Antilles 100 
The Royal Bank of Canada (France) S.A. Paris, France 100 
RBC Finance B.V. Amsterdam, Netherlands 34,93 100 
Multinational Orion Leasing Holdings N.V. Amsterdam, Netherlands 4.212 100 
Orion Leasing Nederland B.V. Amsterdam, Netherlands 100 
Orion Leasing Singapore Pte. Limited Singapore 100 
RBC Management Services B.V. Amsterdam, Netherlands 1,894 100 
Orion Multinational Services Limited London, England 100 
Orion Multinational Services Inc. New York U.S.A. 100 
The Royal Bank of Canada (Middle East) S.A.L. Beirut, Lebanon 5,746 100 
RoyAust Holdings Limited Sydney, Australia Dalz 100 
RoyAust Limited Sydney, Australia 100 
RoyAust Finance Limited Sydney, Australia 100 
RoyAust Management Limited Sydney, Australia 100 
The Royal Bank of Canada (Asia) Limited Singapore 13,432 100 
The Royal Bank of Canada Representacoes 
S/C Ltda. Sao Paulo, Brazil | 32 100 
Royal Bank Trust Company (Barbados) Limited Bridgetown, Barbados 67 100 
Royal Bank Trust Company (Guyana) Limited Georgetown, Guyana 70 100 
R.B.C. Bahamas Limited Nassau, Bahamas 26,867 100 
Finance Corporation of Bahamas Limited Nassau, Bahamas 100 
The Royal Bank of Canada 
(Barbados) Limited Bridgetown, Barbados 100 
RoyMidEast Limited Athens, Greece 100 
RoyCan International Banking Limited Nassau, Bahamas 100 
Bishops International Bank Limited Nassau, Bahamas 100 
Banco Royal Colombiano Bogota, Colombia — 4,298 48.8 
The Royal Bank of Trinidad & Tobago Limited Port of Spain, Trinidad 30,838 47.3 
Royal Bank Trust Company (Trinidad) As 
Limited Port of Spain, Trinidad 47.3 
nk Mortgage & Finance 
eee eta ie Port of Spain, Trinidad 47.3 
General Finance Corporation Limited Port of Spain, Trinidad 26:5 
The Royal Bank Jamaica Limited Kingston, Jamaica 6,904 48 
Royal Bank Trust Company (Jamaica) 
Limited Kingston, Jamaica 48 
Computer Service & Programming Limited Kingston, Jamaica _ 48 
Ouvidor Industria E. Comercio Ltda. Rio de Janeiro, Brazil 55 50 


Do 


Carrying Value 
of Voting Shares 
owned by 
the Bank as at Percent of 
October 31, 1982 Young Shares 


Principal Office Cinvchowsande owned by 
Name Address of dollars) the Bank 
RBC Holdings B.V. Amsterdam, Netherlands $231,441 100% 
Orpac Holdings Limited Hong Kong 100 
The Royal Bank of Canada (Suisse), Geneva, Switzerland 100 
The Royal Bank of Canada A.G. Dortmund, Germany 100 
Intercontact GMBH Diisseldorf, Germany 100 
Hansische Kaufmannsbank A.G. Dusseldorf, Germany 100 
Bankhaus Bohl & Co. Freudenstadt, Germany 100 
The Royai Bank of Canada (Belgium) S.A. Brussels, Belgium 100 
The Royal Bank of Canada 
(Channel Islands) Limited Guernsey, Channel Islands 100 
Orion Royal Bank (Guernsey) Limited Guernsey, Channel Islands 100 
RBC Investment Managers Limited Guernsey, Channel Islands 100 
The Royal Bank of Canada Trustees 
(Jersey) Limited Jersey, Channel Islands 100 
The Royal Bank of Canada Trustees 
(Guernsey) Limited Guernsey, Channel Islands 100 
RoyCan Trust Company A.G. Zug, Switzerland 100 
The Royal Bank of Canada (Overseas) N.V. Curacao, Netherlands 
Antilles 100 
InchRoy Credit Corporation Limited Hong Kong 70 
RoyCan Finanz. A.G. Zug, Switzerland 100 
RoyEast Investments Limited Hong Kong ~ 100 
The Royal Bank of Canada Holdings 
(U.K.) Limited London, England 100 
Libra Bank Limited London, England 10.6 
The Royal Bank of Canada Trade 
Finance Limited London, England 100 
Chancellor Investments Limited London, England 100 
Orion Royal Bank Limited London, England 100 
Orion Shipping Holdings Limited Jersey, Channel Islands 100 
Orion (Cayman) Limited Georgetown, Grand Cayman 100 
Orion Termbank Limited London, England 100 
Orion Leasing Holdings Limited London, England 100 
Orion Leasing Limited London, England 100 
Profitmore Limited London, England 100 
Orion Finance Limited London, England 100 
Orion Pacific Holdings Limited Hong Kong 100 
Orion Royal Pacific Limited Hong Kong 100 
Western Trust & Savings Holdings Limited Plymouth, England 100 
Western Trust & Savings Insurance 
Services Limited Plymouth, England 100 
Western Trust & Savings Limited Plymouth, England 100 
Western Trust & Savings Properties 
Limited Plymouth, England 100 
Western Industrial Leasing Company 
Limited Plymouth, England 30 
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Name 


The Royal Bank of Canada International Limited 


Layor C.A. 


Canadian International (Cayman) Limited 


RBC Investments Limited 
Shan-Croft Properties Limited 
Banco Internacional S.A. 
Banco Royal Venezolano C.A. 
Banco Royalven Curacao N.V. 
Favourable Investments Ltd. 
Canadian Overseas Development 
Company Limited 
RoyWest Holdings Limited 
RoyWest Investments Limited 
Group Services Limited 
Rowe Holdings S.A. 
Middleburg Land Company N.V. 


Sterling Bahamas Properties Limited 


Wilbr Limited 
RoyWest Trust Corporation Limited 

RWC Limited 

RoyWest Trust Corporation 
(Panama) Inc. 

RoyWest Trust Corporation 
(Bahamas) Limited 

RoyWest Trust Corporation 
(Cayman) Limited 

RoyWest Trust Corporation 
(Guernsey) Limited 

RoyWest Trust Corporation 
(Jersey) Limited 

RoyWest Trust Corporation 
(BVI) Limited 

RoyWest Trust Corporation 
(Isle of Man) Limited 

RoyWest Trust Corporation S.A. 

RoyWest Trusteeship Corporation 
of Europe A.G. 


The carrying value of voting shares owned 20% or more by the Bank is stated at the Bank’s equity in such direct investments. 


Principal Office 
Address 


Nassau, Bahamas 

Caracas, Venezuela 
Georgetown, Grand Cayman 
Nassau, Bahamas 

Nassau, Bahamas 

Sao Paulo, Brazil 

Caracas, Venezuela 

Curacao, Netherlands Antilles 
Hong Kong 


Hong Kong 

Nassau, Bahamas 

Nassau, Bahamas 

Nassau, Bahamas 

Panama City, Panama 
Curacao, Netherlands Antilles 
Nassau, Bahamas 

Nassau, Bahamas 

Nassau, Bahamas 
Georgetown, Grand Cayman 


Panama City, Panama 
Nassau, Bahamas 
Georgetown, Grand Cayman 
Guernsey, Channel Islands 
Jersey, Channel Islands 
Tortola, British Virgin Islands 


Douglas, Isle of Man 
Lausanne, Switzerland 


Vaduz, Liechtenstein 


Carrying Value 
of Voting Shares 
owned by 
the Bank as at 


Percent of 


October 31, 1982 Voting Shares 


(in thousands 
of dollars) 


S111,382 


owned by 


the Bank 


100% 
1X 


The jurisdiction of incorporation of each corporation is in the country of the principal office address with the exception of RoyMidEast Limited 


which is incorporated in Georgetown, Grand Cayman. 
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Purchaser’s Statutory Rights 


Securities legislation in several of the provinces provides purchasers with the right to withdraw from an 
agreement to purchase the securities within two business days after receipt of this prospectus and, as well as 
remedies for rescission or, in certain provinces, damages where the prospectus contains a misrepresentation or is 
not delivered to the purchaser, provided that such remedies for rescission or damages are exercised by the purchaser 
within the time limit prescribed by the securities legislation of his province. The purchaser should refer to any 
applicable provisions of the securities legislation of his province for the particulars of these rights or consult with a 
legal advisor. 


Sections 60 and 61 of the Securities Act (British Columbia) and Sections 25 and 26 of the Securities 
Ordinances of the Northwest and Yukon Territories provide, in effect, that where a security is offered in the course 
of primary distribution to the public: 


(a) 


(b) 


a purchaser has a right to rescind a contract for the purchase of such security, while still the owner 
thereof, if a copy of the last prospectus, together with financial statements and reports and summaries of 
reports relating to the securities as filed with the Superintendent of brokers or registrar, as the case may 
be, was not delivered to him or his agent prior to delivery to either of them of the written confirmation of 
the sale of the securities. Written notice of intention to commence an action for rescission must be served 
on the person who contracted to sell within 60 days of the date of delivery of the written confirmation, 
but no action shall be commenced after the expiration of three months from the date of service of such 
notice, and 


a purchaser has the right to rescind a contract for the purchase of such security, while still the owner 
thereof, if the prospectus and any amended prospectus offering such security contains an untrue statement 
of a material fact or omits to state a material fact necessary in order to make any statement contained 
therein not misleading in the light of the circumstances in which it was made, but no action to enforce 
this right can be commenced by a purchaser after the expiration of 90 days from the later of the date of 
such contract or the date on which such prospectus or amended prospectus is received or is deemed to be 
received by him or his agent. 


Sections 71 and 72 of The Securities Act (Saskatchewan) and Sections 63 and 64 of The Securities Act 
(Manitoba) provide, in effect, that where a security is offered in the course of distribution to the public: 


(a) 


(b) 


a purchaser will not be bound by a contract for the purchase of such security if written or telegraphic 
notice of his intention not to be bound is received by the vendor or his agent not later than midnight on 
the second business day after the prospectus and amended prospectus offering such security is received or 
is deemed to be received by him or his agent, and; 


a purchaser has the right to rescind a contract for the purchase of such security, while still the owner 
thereof, if the prospectus or any amended prospectus offering such security, as of the date of receipt or 
deemed receipt contains an untrue statement of a material fact or omits to state a material fact necessary 
in order to make any statement contained therein not misleading in the light of the circumstances in which 
it was made, but no action to enforce this right can be commenced by a purchaser after the expiration of 
90 days from the later of the date of such contract or the date on which such prospectus or amended 
prospectus is received or is deemed to be received by him or his agent. 


Sections 70, 126 and 135 of the Securities Act (Ontario) and Sections 106, 168 and 175 of the Securities Act 
(Alberta) provide, in effect, that when a security is offered in the course of a distribution: 


(a) 


(b) 


a purchaser will not be bound by a contract for the purchase of such security if written or telegraphic 
notice of his intention not to be bound is received by the dealer from whom the purchaser purchased the 
security not later than midnight on the second business day after the latest prospectus and any amendment 
to the prospectus offering such security is, under the Securities Act (Ontario), received or deemed to be 
received by the purchaser or his agent or is, under the Securities Act (Alberta), received by the purchaser, 
and 

if a prospectus together with any amendment to the prospectus contains a misrepresentation, a purchaser 
who purchases a security offered thereby during the period of distribution shall, under the Securities Act 
(Ontario) be deemed to have relied on such misrepresentation if it was a misrepresentation at the time of 
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purchase or, under the Securities Act (Alberta), be deemed to have relied on such misrepresentation and, 
subject to the limitations set forth in the relevant Act, 


(1) has a right of action for damages against, 
(i) the issuer or a selling security holder on whose behalf the distribution is made, 


(ii) each underwriter required to sign the certificate required by Sections 58 and 91 of the Ontario and 
Alberta Acts, respectively, 


(111) every director of the issuer at the time the prospectus or amendment was filed, 


(iv) every person or company whose consent has been filed pursuant to a requirement of the regulations 
under the relevant Act but only with respect to reports, opinions, or statements made by them, and 


(v) every other person or company who signed the prospectus or the amendment, 


but no action to enforce this right can be commenced by a purchaser more than the earlier of, 180 days 
after the purchaser first had knowledge of the facts giving rise to the cause of action, or three years (in 
the case of the Ontario Act) or one year (in the case of the Alberta Act) after the date of the transaction 
that gave rise to the cause of action, or 


(2) where the purchaser purchased the security from a person or company referred to in (i) or (ii) above or 
from another underwriter of the securities, he may elect to exercise a right of rescission against such 
person, company or underwriter, in which case he shall have no right of action for damages against such 
person, company or underwriter, but no action to enforce this right can be commenced by a purchaser 
more than 180 days after the date of the transaction that gave rise to the cause of action. 


Reference is made to the aforesaid Acts for the complete texts of the provisions under which the 
foregoing rights are conferred and the foregoing summary is subject to the express provisions thereof. 


As the 1,000,000 additional First Preferred Shares Series B which the Underwriters have the option to 
purchase for the purpose of covering over-allotments will, if so purchased, be sold by the Underwriters as part of 
the distribution of securities pursuant to this prospectus, purchasers of such First Preferred Shares Series B will be 
entitled to the statutory rights set forth above with respect to such First Preferred Shares Series B. 
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Certificates 


Dated: May 26, 1983 


This prospectus does not contain any misrepresentation, within the meaning of the Securities Act (Quebec) and 
the regulations adopted pursuant thereto, likely to affect the value or the market price of the securities to be 
distributed and constitutes full, true and plain disclosure of all material facts relating to the securities offered by this 
prospectus as required by the Bank Act and the regulations made thereunder and as required by Part 7 of the 
Securities Act (British Columbia), by Part III of the Securities Ordinance (Northwest Territories), by Part III of the 
Securities Ordinance (Yukon Territory), by Part 8 of the Securities Act (Alberta), by Part VIII of The Securities 
Act (Saskatchewan), by Part VII of The Securities Act (Manitoba), by Part XIV of the Securities Act (Ontario) and 
by the respective regulations thereunder, and by Section 13 of the Securities Act (New Brunswick). 


(Signed) R. C. FRAZEE (Signed) R. A. UTTING 
Chairman and Chief Executive Officer Vice Chairman 
(Signed) DOMINIC D’ ALESSANDRO (Signed) JOHN MERRIAM 
Vice President and Comptroller Chief Accountant 


On behalf of the Board of Directors 


(Signed) P. A. NADEAU (Signed) C. A. DAGENAIS 
Director Director 


To our knowledge, this prospectus does not contain any misrepresentation, within the meaning of the 
Securities Act (Quebec) and the regulations adopted pursuant thereto, likely to affect the value or the market price 
of the securities to be distributed and to the best of our knowledge, information and belief, constitutes full, true and 
plain disclosure of all material facts relating to the securities offered by this prospectus as required by the Bank Act 
and the regulations made thereunder and as required by Part 7 of the Securities Act (British Columbia), by Part III 
of the Securities Ordinance (Northwest Territories), by Part III of the Securities Ordinance (Yukon Territory), by 
Part 8 of the Securities Act (Alberta), by Part VIII of The Securities Act (Saskatchewan), by Part VII of The 
Securities Act (Manitoba), by Part XIV of the Securities Act (Ontario) and by the respective regulations thereunder, 
and by Section 13 of the Securities Act (New Brunswick). 


Wood Gundy Limited 


By: (Signed) T. C. W. REID 


Nesbitt Thomson Bongard Inc. Dominion Securities Ames Limited Pitfield Mackay Ross Limited 


By: (Signed) D. M. MCENTYRE By: (Signed) L. H. GOTH By: (Signed) W. Y. SOPER 


The following includes the names of every person having an interest, either directly or indirectly, to the extent 
of not less than 5% in the capital of: 


WOOD GUNDY LIMITED: C. E. Medland, W. D. Bean, J. R. LeMesurier, J. M. G. Scott, I.S. Steers, 
P. A. T. Campbell and G. E. King; 


NESBITT THOMSON BONGARD INC.: J. B. Aune, B. J. Steck, G. R. P. Bongard, K. G. Copland, T. A. Jackson, 
K. W. McArthur and A. R. D. Nesbitt; 


DOMINION SECURITIES AMES LIMITED: A. S. Fell, J. B. Pitblado, G. S. Dembroski, E. C. Lipsit, C. R. Younger, 
D. L. Erwood, B. W. Douglas, L. H. Goth, G. L. Ball, M. J. Biscotti and D. O. Hawkey; and 


PITFIELD MACKAY ROSS LIMITED: W. C. Pitfield, D. L. Torrey, D. C. Mackay, A. F. MacAllaster, J. C. Caty, 
W. Y. Soper, M. R. Caceres, H. H. Turnbull, W. R. Mackay, D. Brown and T. F. Rahilly. 


64 


Pi 


o 


7 


: : oe ihe. nt 1% 
Lia ideal tL 
TF 
4 i 
Me, 
hor a Pasir, apnea vibbisiin 


‘ aie Flt le a ki sid, Pha on &, Sree . 


i ye hen Bie pied 4 


Litho Ce 
PLOW. 


th Hil 


eaee 


a se —_- 


PEaty 


ane 


THE ROYA' 


OF CANAL 


ear 


Annual Re] 
for 1983 


Corporate Profile 


The Royal Bank of Canada, chartered in 
1869, is Canada’s largest chartered bank, 
with average assets for 1983 of $86.7 bil- 
lion. From its beginnings the Bank has 
worked towards two fundamental goals: 
the provision of high quality banking 
services to all sectors of Canadian society 
and a vigorous participation in international 
trade and world markets. 
The Royal Bank has an extensive 
4 network of branches, subsidiaries and 
affiliates in Canada and abroad, with 
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Financial Review 29 more than 1,730 operating units in 47 
Drees 0 countries. The Royal is North America’s 
OI a ee fourth largest bank in terms of both assets 
Executive Officers 76 and deposits and is also one of the world’s 
Board Committees oe largest retail banks. ou 

nT GANEENVREMIOE I The Corporate Headquarters is in 
Royal Bank Global Network 78 Montreal, Canada, with certain head 
A office functions located in Toronto, 


Shareholder Informati 82 Ba 
sa cal nile a Winnipeg and Calgary. In order to bring 


wide corporale headquarters 
teal, Ine Roval Bank of Canada has 
r offices, trading facilities and regional 
iors in Key cilles across Canada and 
ath orld, as listed on pages 78-81, 
Featured on the cover of this year’s Report 
IS the Royal Bank Plaza, the Bank's major 
builéing in Toronio, Oniario, Located in the 
at the city’s financial district, the Plaza is 
a point for business and industry at the 
if Canada’s money markets. lis twin 
fowers house the Bank’s Ontario regional 
headquarters office, as well as a number of 
corporate head office functions. 
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prompt decision-making as close as pos- 
sible to the client, the Bank’s operations 
are managed through 13 regional head- 
quarters, six in strategically located 
financial centres throughout the world 
and seven in major Canadian cities. 

The Bank’s domestic operations include 
an extensive network of 1,456 branches 
across Canada serving individuals, businesses 
and communities, large and small. Many 
of these branches specialize in particular 
market sectors in order to provide better 
attention to customers’ financial needs. 

The Bank’s international operations 
accounted for more than a third of its _ 
average assets in 1983. Its international 
commercial, wholesale and retail banking — 
capability of over 280 operating units is 
further extended through over 5,000 
correspondent relationships with banks 
in nearly every country of the world. 

It continues to be the view of Royal Bank 
management that success is best achieved 
through developing and providing the 
highest quality retail and wholesale bank- 
ing services where they are needed by 
clients. To that end, the Bank places heavy 
stress on the selection, training and devel- 
opment of its staff — now nearly 38,700 — 
and puts a heavy premium not only upon 
responsiveness, innovation, skill and 
knowledge, but also upon judgment, 
integrity and the highest standards of 
ethics and social responsibility. 


Financial Highlights 


For the year ended October 31 1983 1982 Per Cent 
Change 

Earnings Data 
Net Income ($ Millions) $480.0 $357.6 34.2% 
Return on (average) Assets 55% 40% 
Return on (average) Equity 16.8% 12.7% 
Balance Sheet Data 
($ Millions) 
Loans $58,067 $60,284 (3.7) 
Total Assets 84,682 88,456 (4.3) 
Debentures 1,119 121 (0.2) 
Capital and Reserves 3,299 2,883 14.4 
Capital and Reserves/ Assets 3.90% 3.26% 


Common Stock Data 
Income per Share 


Basic $ 5.03 $ 3.87 30.0 
Fully Diluted 4.58 3.68 24.5 
Dividends per Share 2.00 2.00 
Share Price: 
High 36.00 27.50 30.9 
Low 23.50 18.00 30.6 
Book Value—October 31 30.05 29.82 0.8 
Number of: 
Shareholders 62,332 51159 21.8 
Common Shares Outstanding 88,162 84,833 3.9 
(thousands) 
Employees 38,687 Sy hyp a! (227) 
Branches 1,536 1,568 (2.0) 


Total Assets Earnings per share Return on Equity 

(at October 31) (Per Cent) 

($ Billions) 
EES j- Li  (g- Se 
125 $7.50 25 


C1 Dividends per Share 
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Guinn S “Message 


Rowland C. Frazee 
Chairman and 
Chief Executive Officer 


n my message to shareholders in last year’s 
Annual Report I concluded with the observation 
that our ability to manage the Bank effectively 
in these volatile times lay in the collective energy, 
intelligence, imagination and judgement of our staff. 
It is, of course, traditional to recognize the efforts of 
staff and this is entirely appropriate for any service- 
based organization where the quality of people is 
the critical factor. 

In this year’s Report you will find considerable 
mention of the difficulties and problems we 
and our customers encountered during the year, 
and about our efforts to counter these problems. 

I believe you will agree with me that, on balance, 
1983 must be considered a year of success and 
accomplishment, particularly as measured against 
the previous year. We are fully confident this 
progressive improvement will continue, but also 
well aware there is much still to be done. 

Looking back over the year, with its challenges 
and achievements, I realize what an extraordinary 
contribution the staff of this Bank has made. 

Our success in the period is very much the measure 
of the strength of our people. 

In most businesses when customers beat a path to 
your doorstep and line up to buy your product or 
service, it’s considered a sign of success. It is ironic 
that in branch banking (which represents more than 
a third of our total business), lineups are viewed 
as a problem. 

Canadians enjoy the best retail banking service in 
the world and I am convinced that the Royal Bank’s 
continuing emphasis on the quality of the service 
we provide puts us in a leading position in Canada... 
but we still have lineups. 

These lineups are an aggravation and an incon- 
venience to our branch customers. They also create 
considerable stress for those of our staff who work 
behind the counter. And there was plenty of stress 
for them in 1983 not only because of the volume of 
service demands and cost constraints, but also 
because the market for, and range of, our services is 
becoming more complex, requiring more knowl- 
edge. As well, our “‘front line’’ employees have, 


more often than ever before, been the prime recipi- 
ents of criticism of banks voiced by customers who 
are themselves affected by the stress induced by 
difficult times. 

But the pressure has not, of course, been limited 
to branch personnel. Stress has been a prominent 
feature of the lives of ‘‘back office’’ and adminis- 
trative staff stretching their ingenuity to improve 
productivity, and it has certainly loomed large in 
the work environment of our international bankers, 
working in a market where debt problems and loan 


reschedulings have been a continuing preoccupation. 


As you will read on the following pages, we have 
taken a number of initiatives to assist our customers 
and our staff. One of the most important of these is 
our commitment to electronic banking. We are de- 
termined to remain a leader in the use of technology 
in banking, because we believe it provides the 
opportunity not only to improve on the quality of 
our services to customers, but also because we see 
opportunities to enrich the role of our employees in 
the process. 

Providing the best possible quality of service is 
not only a business objective, it is also a fundamental 
corporate social responsibility. This also finds expres- 
sion in the involvement of the Bank and its people 
in the communities we serve. 

Despite the enormous pressures on our branch 
staff they still find time to make their own special 
contribution to society as employees of the Bank 
and as responsible private citizens. 

During a recent 12-month period we estimate, 
on the basis of an internal survey, that the equiv- 
alent of over 20,000 person days were spent by 
Bank exployees on activities such as Boy Scouts and 
Girl Guides; the Cancer Society; Kidney Founda- 
tion; Heart Fund and other similar groups; local 
service clubs (Kiwanis, Rotary, etc.); United Way; 
Daycare Centres and a host of other equally worth- 
while social and cultural organizations. 

The survey did not include the very considerable 
time our people also devote to a broad variety of 
business-related organizations outside the Bank. 

In the Operations Review you will also read 
about organizational adjustments made during the 
year. These changes were implemented on June 1, 
coinciding with the retirement of Jock K. Finlayson 
whose distinguished 44-year career with the Bank 


took him from a junior branch position in Nanaimo, 
British Columbia to the presidency of the Bank. 

Mr. Finlayson’s services will be missed although we 
will continue to benefit from his counsel as a director 
of the Bank. Mr. Finlayson was succeeded as presi- 
dent by Allan R. Taylor who also assumed the addi- 
tional role of chief operating officer. 

In the following pages we have attempted to 
provide you with a clear and somewhat detailed 
picture of the operations, concerns and directions of 
the Bank. Supporting the words which tell the story 
of 1983 and the direction we are headed in 1984 isa 
visual theme illustrating some of our business 
sectors and geographic markets, as well as the role 
of our people. It is to the 38,000 employees of the 
Royal Bank, in Canada and abroad, that this 
Annual Repott is appropriately dedicated. 


HLL, 


Rowland C. Frazee 
Chairman and 
Chief Executive 
Officer 


Operational Review 


Allan R. Taylor 
President and 
Chief Operating Officer 


ur fiscal year began with Canada 

and most of the world still mired 

in the deepest recession in the past 
50 years. It ended on a note of cautious 
optimism based, primarily, on the econo- 
mic recovery underway in North America. 

A year ago Canada was not alone in its 
predicament, but this provided little com- 
fort to Canadians from all walks of life 
faced with high unemployment and still 
unacceptable levels of inflation. As the 
year progressed the country’s fortunes 
began to brighten and the outlook for a 
sustainable, if modest, economic recovery 
improved. By year-end, inflation was hov- 
ering at a rate of just over five per cent and 
our own economists were predicting an 
average real rate of growth in Canadian 
GNP between the fourth quarters of 1982 
and 1985 of 4.4 per cent. Other countries 
fared less well. It is the ongoing economic 
problems plaguing much of the devel- 
oping world which temper optimism for a 
strong and broadly-based recovery. 

We review the Bank’s financial results 
and its operating performance against this 
backdrop of improving North American 
conditions but continuing weakness in our 
international markets. 

Managing any business enterprise, large 
or small, during the past year was a 
demanding task. Managing an extensive 
and diversified banking organization in 
the environment of the past year was 
doubly difficult. Our decisions affected 
not only the Bank, its staff and share- 
holders, but also, and sometimes with 
profound effect, our customers, commu- 
nities and even countries. 


eeeEEeEeEeyeyEyEyEEyEyEE>EE>EEeEeEeEyEEeEeEeE——E——E————— SS 


In March, the Chairman convened a 
conference attended by our top officers. Its 
purpose was to establish a consensus on a 
set of priorities and performance targets 
based on changes in the immediate and 
medium-term outlook. The group agreed 
on six priority areas for additional concen- 
trated effort: 

- the quality of bank assets 

- the Bank’s competitive funding ability 

- business building through selective 
growth 

- productivity 

- electronic banking 

- management training and 

development. 

Our ability to progress in these areas was 
helped considerably by the realignment 
and consolidation of the Bank’s head office 
organization structure during the year. 

Believing that the organization pattern 
of any dynamic business enterprise must 
continually evolve, we are convinced that 
this most recent adjustment in the Royal 
Bank’s structure will improve our ability to 
adapt productively to the changing market 
environment of the 1980s in Canada and 
abroad. It expands the mandate of the 
president—adding the title of chief oper- 
ating officer—to focus more strongly on 
operations. This in turn provides the chair- 
man and chief executive officer with more 
time to devote to long-range strategy and 
policy. Another feature of this organiza- 
tional realignment is the additional 
strength it brings to the internal financial 
management function. It also provides for 
the bankwide integration of the liability 
management function. 

The Domestic Banking Group formally 
combines commercial and retail banking 
services, National Accounts and the 
Global Energy and Minerals Group under 
the leadership of M.J. Regan, senior exec- 
utive vice-president. 


The newly-formed International and 
Corporate Banking Group includes Inter- 
national Banking (incorporating World 
Trade Services), World Corporate Banking 
and Merchant Banking, a move designed 
to integrate and streamline a major por- 
tion of the Bank’s global business. This 
group is headed by R.G.P. Styles, senior 
executive vice-president. 

The Financial Control and Adminis- 
tration Group includes Control and 
Financial Planning, Operations and Sys- 
tems, Productivity/Organization, Real 
Estate Resources and the Secretary’s 
Department. A.H. Michell, senior execu- 
tive vice-president, is responsible for these 
functions. 

Development of the Bank’s overall trea- 
sury and financial strategy and credit pol- 
icy continues to be the primary responsi- 
bility of R.A. Utting, the vice-chairman, | 
Montreal. The treasury and money market | 
operations in Canada and abroad are con- 
solidated under the direction of R.C. | 
Paterson, executive vice-president. | 

H.E. Wyatt, the vice-chairman, Western | 
Canada, has a major responsibility for 
representing the Bank in Western Canada, | 
the Western United States and countries of | 
the Asia Pacific area. | 

In the following pages we review some of 
the ways in which the Bank addressed the 
six strategic priorities mentioned earlier. 


a 
Canadians telephone around the world 

almost as easily as they call across town. 

Behind this lies a complex communication 

system involving satellites and submarine 

cables and some of the best technology in the 
world—much of it Canadian designed. The 

Royal Bank plays an important role in provid- 

ing the financing to make today’s “high tech”’ 

ideas tomorrow's realities. 


Domestic Banking 


ompetition in the domestic bank- 

ing sector intensified in 1983 with 

chartered banks, near-banks and 
trust companies strengthening their efforts 
to increase market share selectively and 
improve loan portfolios. 

In order to upgrade the quality of our 
loans, we had to focus even more on the 
problems and concerns of our customers. 
Specifically, we wanted to strengthen our 
assistance to those clients with temporary 
difficulties, and to improve the manage- 
ment of problem accounts and our assess- 
ment of new credit opportunities. 

The agricultural sector is a good exam- 
ple. During 1983, the Bank formalized its 
agricultural lending policy for consistent 
application across the country. The Bank’s 
45 agrologists were committed to the sup- 
port of branch managers in the handling 
of problem accounts and in the arrange- 
ment of special loan work-outs. 

The key principle here has been to apply 
the maximum of patience and ingenuity 
to the objective of keeping farms working 
and the farmers on them. Foreclosures 
have been avoided wherever any way could 
be found to do so. 

The Bank also opened its second agri- 
cultural centre, this one in Brantford, to 
serve Southwestern Ontario’s farming 
market. While we have farm lending capa- 
bilities in all agricultural areas of the 
country, these centres provide concen- 
trated expertise in one central location for 
a designated market. 
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Above: Gabriel Tremblay and Joseph 
Chamberlain, employees of Teleglobe 
Canada, monitor signal quality received by 
the Teleglobe antenna at Weir Quebec. 
Opposite Page: Pierre Chartier, Assistant Man- 
ager at our St. Catherine and Stanley branch 
in Montreal, who handles the Teleglobe 
account, is typical of the staff in our 
branch network who specialize in providing 
financial services to corporate and commer- 
cial customers in Canada. 
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Assisting farmers improve their 
financial skills was another important ini- 
tiative during 1983. Our agrologists were 
equipped with portable micro-computers 
which enabled them te provide their cus- 
tomers with on-the-spot financial analyses. 
This effort was supported corporately 
when the Bank organized a national con- 
ference on farm financial management, 
using micro-computer technology and its 
role in agri-business as a theme. 

Notwithstanding the difficulties experi- 
enced in segments of the agricultural 
industry, we continue to expand our sup- 
port to this vital sector of the economy. We 
intend to maintain and indeed enhance 
our position as the leading Canadian bank 
for agriculture. 

The Royal Bank has demonstrated a 
long-standing commitment to Canada’s 
independent businesses. During the year, 
a bank-wide committee organized by the 
Independent Business group successfully 
introduced the Small Business Investment 
Grant (SBIG) program to branches across 
the country. By year-end, more Royal 
Bank clients had benefitted from this cost- 
saving program than those of any other 
bank. The Royal Bank Independent Busi- 
ness Loan Insurance Plan tripled in size in 
1983 and is now the banking industry’s 
leading life-insured loan plan for small 
firms. Management development for cli- 
ents also continued to be a high priority. A 
new booklet called ‘‘Managing Time for 
Productivity and Profit’’ was added to the 
popular ‘‘Your Business Matters’’ series, 
and a new home-study program called 
‘Successful Business Management’’ was 
marketed to Canadian businesses. 

During 1983 the Royal Bank wrote $2.8 
billion in new mortgages, 29 per cent of 
the residential mortgage business written 


by Canada’s chartered banks. Volumes 
and market share in this area were well 
above historical levels, reflecting our posi- 
tion as the leading provider of residential 
mortgage services. 

Significant market share gains were also 
recorded in our personal lending portfolio 
during the year, aided by a fine-tuning 
and simplification of our consumer lend- 
ing program. This included the addition 
of a variable interest rate plan to our 
existing fixed rate loan service. The plan, 
the first of its kind offered by a major 
Canadian bank, already accounts for 25 
per cent of all consumer loans written. 

Early in the year we took the lead in 
rationalizing the pricing of bank Visa 
credit card services. Interest rates for out- 
standing balances were reduced to 18.6 
per cent from 21 per cent and transaction 
fees were introduced. Cardholders were 
given the option of paying either 15 cents 
per transaction or an annual fee of $12.00 
for unlimited use. By this process the 
recovery of operating costs of our credit 
card network and services is more equita- 
bly distributed among users. While this 
move toward the ‘‘user-pay’’ principle 
predictably brought some media and con- 
sumer criticism, the vast majority of our 
customers accepted the change and there 
resulted very little erosion of market share. 


The Canadian prairies are the bread basket of 
the world and when it comes to wheat 
production, Saskatchewan farmers excel. Our 
Farm Irrigation Loan Program, one of many 
agricultural services the Royal Bank offers, 
and the irrigation equipment shown here it 
helped buy, improves yields on this 450 acre 
operation at Outlook, Saskatchewan—part of 
the Eliason family’s farm. 


Above: Son Jerry and father Peter Eliason 
check the moisture content of a freshly cut 
swath of wheat. Opposite: Royal Bank agrol- 
ogists use computer technology to help cus- 
tomers. Here, John Murphy, Saskatchewan’s 
District Manager of agriculture and one of 45 
agricultural specialists at the Royal, uses a 
portable computer terminal in the family 
kitchen. These on-farm visits are an important 
part of the Royal Bank’s agricultural program. 


more knowledgeable customer is a 
better customer and with this in 
mind, the Bank has continued its 
efforts to ‘‘demystify’’ banking for the 
consumer. A series of ‘‘Straight Talk’’ 
booklets dealing with bank credit cards, 
mortgages, mortgage renewals and per- 
sonal loans were produced during 1983 to 
help customers make better-informed 
buying decisions. A special booklet for 
children called ‘‘Looking After Your Own 
Money’’ was distributed through the 
branch system to help young people 
improve their spending habits. Response 
to these efforts has been very positive. 
One beneficial side-effect of hard times 
has been that our officers have learned 
more about their clients’ needs and prob- 
lems. With consumer and independent 
business clients, as with commercial and 
corporate clients, the process of managing 
problem accounts and arranging loan 
work-outs has improved our officers’ 
expertise, making them more capable of 
assessing client needs and prospects. 
While this is true across the system, 
specific special loan units were established 
during the year in Alberta, British 
Columbia and Ontario, which together 
account for the majority of non-perform- 
ing loans. Along with our Special Loans 
Group in Head Office, these units provide 
specialized support in this difficult area. 
Training and development of our lend- 
ing officers was also accelerated this year in 
order to improve their risk assessment and 
portfolio management skills. More than 


200 lending and account officers benefit- 
ted from intensive programs in the areas of 
credit assessment, loans administration 
and problem loans management. 

The recession, slipping sales of natural 
gas and uncertainty early in the year about 
the stability of international oil prices all 
took their toll on Canada’s energy indus- 
try, and, in turn, that segment of the 
Bank’s lending portfolio. Our Global 
Energy and Minerals group responded to 
this situation with a number of initiatives, 
with particular emphasis on management 
information systems and specialized 
“energy banker’ training programs. 

In addition, an automation strategy 
based on micto-computers was developed 
during the year. The Global Energy and 
Minerals group has also implemented 
sophisticated programs for complex 
project evaluations. These will improve 
support services both to our line officers 
and their clients. 

Productivity and cost management con- 
stitute a key priority. In Retail Banking, 
three of our key initiatives toward that 
goal involved the rationalization of the 
branch network; significant progress in 
electronic banking: and gains in employee 
performance. 

A comprehensive evaluation of our 
branch network configuration was, and 
continues to be, a priority, with con- 
traction being an option in urban areas 
when it can be accomplished without 
adversely affecting the quality of customer 
service. This program involves taking a 
hard look at the way we deliver services to 
our customers: employing innovative 
branching concepts; expanding into new 
markets; placing marginal branches on a 
mote profitable footing and downsizing or 
closing branches which are unlikely to 
become profitable. It has resulted in the 
establishment of specialized service units 
such as consumer branches and indepen- 


dent business centres; the centralization of 
back-office activities; and the automation 
of routine branch functions permitting 
staff to devote more of their time to 
customer services. These initiatives are 
designed to provide customers with the 
highest quality service and convenience in 
the most cost-effective manner. 

An integral part of our future service 
network is our aggressive move into elec- 
tronic banking. Over the past year it has 
provided the Bank with the dual benefits 
of improved productivity and a definite 
competitive edge. We are the runaway 
leader in automated banking machines in 
Canada. In 1983, the Bank added another 
182 Personal Touch Banking machines, 
bringing total country-wide installations 
to 600—some 300 more than our closest 
competitor and one of the larger networks 
of its kind in the world. Currently, these 
machines dispense more than $200 million 
per month and process transactions at a 
rate of 48 million per year, with trans- 
action growth well exceeding expectations. 
We view these machines as an effective 
way of cutting down teller lineups and 
extending banking hours. In this respect, 
they are helping to improve the quality of 
the service we offer our customers. During 
1984, we anticipate further expansion in 
the Personal Touch Banking network. 
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Exports account for 30 per cent of Canada’s 

Gross National Product and approximately 

one in every four jobs in the country. 

The port of Vancouver, and its Vanterm 

container facilities shown here, is an 

important gateway to the Pacific Rim. The 

Royal Bank plays a leading role in financing 

Canada’s exports and international trade 

around the world. 
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Above: Welders Dennis Higgins and Jim 
Mitchell look down on 76 acres of container 
storage and loading facilities at Vanterm. 
Opposite page: Hugh Burnett, Manager, Inter- 
national Banking in our British Columbia 
International Centre, is one of the many Royal 
Bank trade finance specialists positioned in 
key locations around the world. 


he self-service program was extended 

in 1983 to include, for the first time, 

in-branch facilities. In Delta, Brit- 
ish Columbia, and Toronto, Ontario, the 
Bank has provided self-service facilities for 
customers inside the branches, freeing 
staff to concentrate more time on mean- 
ingful direct customer contact. These 
branches are being used as “‘pilots’’ to test 
customer response and employee attitudes 
to the new afrangements. 

Another important advance in the 
Bank’s electronic banking program was 
the creation of an on-line system with 
immediate balance access for Personal 
Touch Banking machines from coast to 
coast. This means a bank customer from 
Montreal who is visiting Vancouver can 
insert a coded Client Card into a PTB 
machine there, have full access to his or 
her account in Montreal, and have the 
account balance printed out. 

Both security and convenience are inte- 
gral to the program. Not only do Royal 
Bank clients have 24-hour access in more 
locations than clients of any other bank, 
but the Royal is unique in Canada in 
allowing each client to select his or her 
own access code or Personal Identification 
Number. This is a major contribution to 
the security and privacy afforded to Royal 
Bank clients using the system. 

A major task, as the Bank moves more 
fully into electronic banking, is liaison 
with government as well as potential users 
—both business and consumer. The Royal 


is a leading force at the inter-bank level 
where rules and procedures must be estab- 
lished for electronic transfers between 
financial institutions. 

Our success in moving forward with 
electronic banking, of course, is predicated 
upon the understanding and commitment 
of our staff. As a result, we are placing 
strong emphasis on an effective commu- 
nications program about our plans and 
their implications. Training is also crucial. 
In one instance, a program of computer- 
based teaching has been pilot tested to 
provide the most cost-effective training 
while utilizing technology in a ‘‘user- 
friendly’’ way. 

Electronic banking has also contributed 
to productivity and revenue gains with our 
business and corporate customers and will 
continue to play an important role. The 
Royal is already a leader in this field with 
CashCommand, the integrated program 
of cash management services used by cor- 
porations to optimize cash resoutces. 
Other initiatives include: establishment of 
data transmission capabilities between cli- 
ents and bank offices via computer-to- 
computer link; provision of management 
information systems integrating company 
and industry financial and sector outlooks; 
and use of common electronic links for 
services such as payroll and pre-authorized 
payments. Our on-line banking systems 
are also being enhanced to provide the 
flexibility to add new services. 

One of the main strengths of Canada’s 
banking system has been its ability to 
attract a large base of retail deposits. Our 
plans to improve our competitive funding 
concentrate on expansion of this base. 
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New deposit products tailored to spe- 
cific market needs have and will continue 
to be an important tool in improving the 
Bank’s competitive funding position. Our 
basic approach to client needs is a good 
example. While other banks launched 
combination accounts, the Royal has con- 
centrated on a two-account strategy, one 
account for day-to-day transactions and 
one for savings. Public response has been 
favourable as our overall share of the 
personal deposit market recorded the best 
gain in recent years. 

Competitive funding and quality of 
assets obviously mean selectivity in 
growth. Asa result, our historical 
approach to retail banking of being all 
things to all people is being modified to 
increase concentration on specialization in 
certain high growth markets. Work has 
already been carried out in identifying 
profitable markets having special 
importance. The Bank has determined, for 
example, that its Sixty-Plus clients account 
for more than a third of its Bonus Savings 
deposits. Accordingly, special attention 1s 
being devoted to the needs of this particu- 
lar client group. 

Deferred income deposits are also an 
important growth area. The Registered 
Retirement Savings Plan market continues 
to expand and the Bank has upgraded its 
stress on this and other profitable deferred 
income markets. The result has been a 
dollar growth rate of 40 per cent in this 
sector over the past year. 


Above: Personal Touch Banking provides 
Royal Bank customers with convenient 
24-hour access to a number of standard 
services from cash deposits or withdrawals to 
paying a Visa statement or transferring funds 
from one account to another. With 600 of 
these automated teller machines installed 
across Canada, the Royal has by far the 
largest single network in North America. The 
machines help to free up counter staff at 
branches across the country so that they can 
provide more personalized customer service, 
particularly at larger branches like the one 
shown opposite located in the Royal Bank 
Plaza in Toronto. 
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he high-net-worth or “‘upscale’ 

personal market in Canada ts 

another area that received added 
attention in 1983. Developmental work 
carried out so far will lead to the intro- 
duction of private banking services in the 
near future. These services will be geared 
to providing account-management-style 
personal service to these important clients. 

1983 was a milestone in our community 
relations programs. It marked the 10th 
anniversary of the Junior Olympics pro- 
gram. In August, in Bridgetown, Nova 
Scotia, the four millionth young Canadian 
participated in this program. In 1973, the 
first year of the program, there were 6,000 
participants. Last year 480,000 young 
Canadians took part in local sports activ- 
ities sponsored by the Royal Bank. 

We also made major strides in mod- 
ifying our branches to facilitate the access 
to services of handicapped and disabled 
clients. Approximately 500 branches have 
been modified, 200 in the past year. These 
modifications were made in conjunction 
with our Personal Touch Banking machine 
program, permitting wheelchair clients 
full access to this up-to-date service facility 
in most locations. In addition we con- 
tinued to expand our services for the 
visually-impaired by way of special 
cheques and cassette tapes. 
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None of these results can be achieved, 
of course, without the commitment and 
cooperation of our staff. They have been 
performing under increased pressure as a 
result of further emphasis on productivity, 
and the steadily increasing service 
demands of our customers. We take very 
seriously our responsibility to upgrade 
staff skills through effective training so 
that they will be equipped to serve cus- 
tomers better, and to enjoy a fulfilling 
career. This commitment to human 
resource development serves as a corner- 
stone of all the Bank’s strategic priorities. 

In Retail banking, several new edu- 
cational programs were introduced to 
enhance the ability of our line bankers to 
sell our services and provide high quality 
service. By year-end, hundreds of branch 
staff had completed courses covering, for 
example, cross-selling, customer service 
and product information. Considerable 
focus has also been placed upon manage- 
ment, leadership, selling, and servicing 
skills. During the past two years, 1,100 of 
our senior managers have attended 
leadership courses. At the end of 1983, a 
new course focussing on improving branch 
managers’ selling skills was introduced. 
Some 200 branch managers are expected 
to attend this course in 1984. 

Managing better in the 1980s will also 
mean increasing organization segmen- 
tation with greater use of specialized roles 
to develop and manage Retail Banking 
markets. Agricultural, Commercial and 
Independent Business centres are exam- 
ples; so is the hub branch concept. In a 
hub concept, smaller branches in a market 
report to a more senior, experienced local 
manager who has overall geographic 
responsibility for that area. Hubs are cur- 
rently in operation in Ontario, Alberta 
and British Columbia. 


Increasing competition in the world of 
corporate financial services also means the 
Bank’s senior lending and account officers 
must be thoroughly prepared. The com- 
petition is keen, the market is demanding, 
and the services are more varied than ever. 
This means the Bank not only has to 
attract the best people possible, but it 
must also help them develop as well. 

A number of programs have been intro- 
duced to accomplish this. Subjects 
include, for example, account develop- 
ment strategy and lending and risk asset 
management. In 1983, 400 officers atten- 
ded these programs and another 1,000 are 
expected to benefit from them in 1984. 

It is largely by building the knowledge 
and skills of our staff at all levels and ona 
continuing basis that we will maintain our 
competitive position as Canada’s leading 
bank in the 1980s and beyond. 


{Somer 


The bustle of New York’s financial district 
epitomizes the energy of this major financial 
centre which is also the focal point of the 
Royal Bank Group’s operations in the United 
States. These include a federally-licensed 
branch; a wholly-owned state licensed bank, 
Royal Bank and Trust Company; Orion Royal 
Inc., an extension of our London-based mer- 
chant bank, as well as our area headquarters 
for the USA. Other operating units are located 
in nine other key U.S. cities. 


International and Corporate Banking 


Above: Donna Segal, senior corporate ser- 
vices representative in our Foreign Exchange 
and Money Market operation in New York 
provides an important link between corporate 
customers and the interbank market. The 
Royal has also added such representatives to 
its Foreign Exchange and Money Market 
operations in Toronto, London and Paris. 
Opposite: Doug Grainger, Manager Trading, 
USA, heads a Foreign Exchange and Money 
Market operation that ranks with New York’s 
leading money centre banks in most of the 
key currencies. 


he crisis atmosphere that character- 

ized the international debt markets 

in 1982 abated somewhat in 1983. 
The combination of lower interest rates, 
the beginnings of a global recovery, and 
the co-operative efforts of borrowers, 
international lending agencies, govern- 
ments and the international banks, has 
meant that the situation, while still very 
serious, is a manageable one. By the end 
of the first quarter of this fiscal year the 
outstanding debt of the developing coun- 
tries had reached US$860 billion of which 
slightly less than half was owed to com- 
mercial banks. Complicating matters, the 
debt of approximately 30 countries was in 
the process of being rescheduled—placing 
increased pressure on the resources of the 
International Monetary Fund. 

Needless to say, our own international 
staff were faced with similar pressures as 
they worked to resolve customer diffi- 
culties in both the public and private 
sector. 

Despite these problems, we continued 
to see a remarkable degree of effective 
cooperation between the commercial 
banks, multilateral lending agencies like 
the IMF, the central banks, and other 
governmental lending agencies. 

The formation in 1983 of the Institute 
for International Finance was an important 
step forward in developing a stronger 
information base for the commercial 
banks. The Royal Bank is a founding 
member of this organization in which our 
vice-chairman, R.A. Utting, has a signifi- 
cant involvment. 

Even in the most difficult cases of sov- 
ereign lending, the end result is that those 
banks which made loans for what they 
expected would be seven or eight yeats, 
may now be facing a much longer wait 
before an individual loan is repaid. This ts 
not catastrophic. The reschedulings are 
being devised, both for countries and for 
corporations, in the full expectation the 
problem will be resolved in the long run. 

Clearly, some lessons have been learned 
in portfolio management. Further 
improving this function is an important 
element in assuring the quality of our 
assets —the first of the six strategic prior- 
ities mentioned earlier. This has led, for 


example, to refining our geographic and 
industry asset-mix targets, and developing 
much more highly-focussed country and 
industry strategies. 

There is a danger that the current 
decline in our asset growth will be inter- 
preted as a reluctance to seek out lending 
business. This is not the case, though it is 
true that we have become more selective. 
More stringent risk and return criteria are 
now being applied to all credit decisions. 

Improving the Bank’s competitive 
funding capability has been identified as 
another priority. Our ability to compete 
effectively at the top end of the market for 
high quality assets is very sensitive to any 
funding advantage we can develop. 

The new Treasury and Money Market 
Division is responsible for developing and 
implementing funding strategies to 
achieve the best mix at any time. It isa 
strategic objective of the Bank to broaden 
the funding base, and in particular to 
balance the proportion of deposits from 
private and public sector depositors with 
that derived from the interbank market 
and other money-market funding sources. 

Building business through selective 
growth, the third priority, involves choos- 
ing, in a disciplined way, which aspects of 
our business to emphasize. 

Given the prospect of constrained 
growth in revenues from lending business, 
considerably more emphasis is being 
placed on fee-based business. The acquist- 
tion in 1981 of Orion Bank (now Orion 
Royal Bank) reflected this strategy. In 
addition, we will continue to build on our 
recognized service strengths, particularly 
in foreign exchange and trade financing. 

Among the steps toward improving 
productivity—the fourth strategic priority 
—is the integration, rationalization and 
consolidation of our representation net- 
work around the world. While network 
expansion has by no means halted—for 
example, we opened a full-service branch 
in Taiwan during the year—our concen- 
tration is now upon enhancing the opera- 
tional efficiency and communications link- 
age within the network we have built. We 
ate now very well represented internation- 
ally and so can turn our attention to 
making the network function even more 
effectively. 

In the short term, expansion will be by 
way of broader delivery of new and exist- 
ing products through the network; by 
redeployment of some units; and by selec- 
tive acquisitions as opportunities arise. 


The fifth strategic priority is to move 
decisively in building our competitive 
edge in electronic banking. 

Internationally, a major priority over the 
next several years is to fine-tune our inter- 
national electronic payments transfer sys- 
tem and to continue upgrading our overall 
systems and communications capability. 
These steps include the improvement of 
our cash management capability—a critical 
element in our ability to strengthen our 
relationships with multinational corporate 
clients. This will build upon our well- 
recognized leadership position in cash 
management in Canada. 

The formation of RBC Systems in Lon- 
don during the year represents one of a 
number of initatives that will enable us to 
obtain information on all aspects of our 
business faster and on a more timely basis. 
This is critical to the development of new 
and better services aimed particularly at 
the multinational, corporate, and corre- 
spondent banking markets. 

The sixth and final strategic priority 
deals with the continuing need to stress 
management training and development. 
The intensely competitive nature of inter- 
national banking and, in fact, the rapidly 
changing nature of the business, demand 
continued special attention to the devel- 
opment of our people. During the past 
year, more courses, seminars and other 
training programs related to international 
banking were held than ever before in the 
Bank’s history. 


International Banking 


Few of the major industrial nations have a 
greater stake than Canada in global eco- 
nomic recovery and the revival of world 
trade. Almost 30 per cent of our Gross 
National Product is related to export 
trade, which also accounts for about one in 
four jobs in the country. 

Trade finance continues to be a high 
priority in the Royal Bank and we continue 
to build on our leadership position as the 
exporter’s bank. In addition, we have made 
it a priority to augment traditional services 
at both ends of the trade transaction. 
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ase ae STOR a So a eh aso 
A city of lights, Hong Kong has built its 
prosperity through confidence, versatility and 
hard work. The Royal Bank has participated in 
the growth of the city since 1958 when we 
became the first Canadian bank to open 

there. It is from Hong Kong that we coordi- 
nate the operations of the Royal Bank group 
in the dynamic Asia Pacific market. These 
include commercial banking branches, repre- 
sentative offices, merchant banking units and 
other financial services subsidiaries in nine 
countries within the Asia Pacific area. 


Above: Transportation in Hong Kong takes 
many forms with the city’s sampans the 
workhorses on water. Opposite: Alan 
Bowbyes, chief executive of Orion Royal 
Pacific, surfaces on a busy Hong Kong street 
from one of the stations of the Mass Transit 
Railway Corporation. The first stage of the 
system became operational in 1980. It has 
made solid progress since and it presently 
carries an estimated 1.2 million people every 
day on its 26 kilometres of track. Orion 
co-managed a HK$900 million syndicated 
loan and lead managed a HK$1,000 million 
financing for this important client. 


t the Canadian end, for example, 
we have established trade finance 
representatives in key cities in 

addition to our seven international bank- 
ing centres across Canada. We have also 
seen good growth in acceptance of a num- 
ber of relatively new products ranging 
from 4 forfait financing and the purchase 
of foreign receivables to credit-insured 
export financing packages, this last intro- 
duced during 1983. During the year we 
increased the number of credit lines estab- 
lished with various foreign export agencies 
bringing the number to 11. These credit 
lines provide valuable assistance to Cana- 
dian importers. During the course of the 
year we also established a commodities 
and counter-trade group. 

The Bank has also done much to 
strengthen its trade promotion services 
through which an extensive international 
network and commercial and market intel- 
ligence systems contribute to the com- 
petitiveness of Canadian exporters. The 
Royal has developed an information sys- 
tem designed to match Canadian suppliers 
and foreign buyers; is tracking inter- 
national capital projects; and is offering 
‘‘how to’’ seminars to Canadian exporters 
from coast to coast along with informa- 
tional publications. 

We have also strengthened our capabili- 
ties at the foreign end of the trade trans- 
action. Specialized trade finance managers 
head teams located in Europe, Asia, Latin 
America and the U.S.A. They are con- 
cerned with the development of trade- 
related business abroad as well as in Can- 
ada, and are actively pursuing co-financing 
opportunities with the World Bank and 
other multilateral development banks. 


Correspondent Banking 


Our position as Canada’s largest bank and 
our strong international network both play 
an important role in the magnitude and 
quality of our correspondent banking 
relationships. These relationships number 
more than 5,000 in over 100 countries. 
Our competitive advantage as Canada’s 
leading bank has enabled us to strengthen 
our telationships in our traditional mar- 
kets and to take advantage of oppor- 
tunities developing in other areas. 


In addition, a total of 58 foreign banks 
have now established subsidiary banking 
operations in Canada. We act as the clear- 
ing bank for more than a third of them. 


Retail, Private and Commercial Banking 


Our strategy in the international retail 
market remained unchanged in 1983. We 
have a major market presence in the Ca- 
ribbean where the emphasis is on prod- 
uctivity improvements rather than on 
physical growth. These productivity 
improvements are being achieved by 
applying the very considerable knowledge 
and experience we have gained in product 
development and marketing in the domes- 
tic retail sector and, where appropriate, 
applying this off-shore. 

Our retail presence in the United King- 
dom is provided through a wholly-owned 
subsidiary, Western Trust & Savings, which 
operates 29 branches. In 1983 this unit 
broadened its product line, which includes 
a highly successful postal banking service, 
by entering the residential mortgage 
market in the U.K. 

Our international business also includes 
a private banking capability which is 
geared to the particular needs of what the 
market refers to as ‘‘high-net-worth’’ indi- 
viduals. In 1983, we expanded our capa- 
bility in this growing market, establishing 
specialists in key field locations. 

Earlier in the year, our Guernsey unit 
launched a series of international currency 
funds which were enthusiastically received 
by eligible investors. These funds com- 
plement three highly successful inter- 
national bond and equity funds. 

Our commercial market is concentrated 
in the United States, where the focus is 
principally through a number of agencies, 
branches and representative offices located 
in key cities throughout the U.S.A. and 
through our wholly-owned New York sub- 
sidiary, Royal Bank and Trust Company; in 
Western Europe, principally Germany, 
where the market is serviced through our 
subsidiary, The Royal Bank of Canada 
AG; and in Latin America and the Ca- 
ribbean where we operate through our 
extensive network. 

We continued in 1983 to focus on pro- 
viding a selective range of services to 
‘‘high potential’’ customer companies in 
the three geographic areas mentioned and 
particularly those with international oper- 
ations or a strong import/export base. 


Corporate Banking 


The Royal’s approach to corporate bank- 
ing was redefined in 1983 to further tailor 
our services to the highly-specialized needs 
of our large corporate and multinational 
clients. One result was the creation, as part 
of the organizational realignment intro- 
duced in June, of the World Corporate 
Banking Division within the International 
and Corporate Banking Group. This 
division is responsible for approximately 
650 corporate relationships world-wide. 

This is a very competitive market which 
includes highly sophisticated customers 
who represent an important source of 
quality assets and are actively sought after 
by other world-scale banks. This com- 
petition became increasingly evident in 
1983 as interest rates declined and cor- 
porations tended to re-build their balance 
sheets, often reducing their short-term 
bank debt and refinancing it with equity 
or by tapping into the domestic and inter- 
national debt markets. 

The move to the long-term debt and 
equity markets by large numbers of cor- 
porate borrowers left many bankers facing 
the prospect of narrower spreads and 
reduced asset growth. In turn, this led to 
increased emphasis on fee-based services, 
including merchant banking. 


Merchant Banking 


The blurring of lines in the financial ser- 
vices industry continued in 1983 not only 
in the United States where it is acceler- 
ating, but also in such other well- 
developed financial markets as the United 
Kingdom. Continuation of this trend will 
likely have a significant impact on all 
major financial-service institutions, not 
only internationally but in Canada as well. 
For some it will open up new markets but, 
at the same time, it will intensify com- 
petition in traditional sectors. 

The Bank, through the acquisition in 
1981 of London-based Orion Royal Bank 
and its sister company in Hong Kong, 
Orion Royal Pacific, significantly strength- 
ened its ability to provide investment and 
banking services to clients on a global 
basis. This capability has resulted in the 
Royal being particularly well positioned 
today to broaden its market penetration as 
the pace of change quickens. 


“State of the art’ open line communications 
link various foreign exchange trading desks 
within the Royal Bank network. Shown here 
are some of the traders in the Frankfurt office 
of The Royal Bank of Canada A.G. which is 
the new name for our wholly-owned sub- 
sidiary, Burgardt und Nottebohm Bank A.G. 
To assist traders in their specialties, a highly 
sophisticated computerized “‘dealer aid” 
system was introduced this year in Toronto. 
Similar systems will be installed in New York 
and London next year. 


yndicated lending, a high profile side 

of merchant banking, played a less 

prominent role in 1983 than it had in 
previous years. This overall market trend 
was consistent with the Bank’s strategy to 
book business, meeting a redefined risk/ 
return ratio. 

Orion Royal Bank had its most success- 
ful year ever in terms of the number of 
Eurobond issues it led. It acted as lead or 
co-lead manager in six of the eight Austra- 
lian Eurobond issues this year and was 
co-lead manager for the US$500 million 
Government of Canada issue. The Bank 
also successfully led a multiple-tranche 
issue of up to US$175 million notes for the 
Austrian export financing agency. This was 
the third U.S. dollar multiple-tranche 
issue for the agency since the successful 
introduction of this innovative concept to 
the international capital market by Orion 
and the agency in 1977. 

Our Hong Kong-based merchant bank- 
ing subsidiary, Orion Royal! Pacific Lim- 
ited, continued to expand in the growing 
Asia Pacific market, coordinating three 
major Asian ‘‘jumbo’’ loans to borrowers 
in Korea, Malaysia and Indonesia. 

In Canada, our former affiliate RoyMark 
Financial Services, was converted into a 
wholly-owned subsidiary, Royal Bank Ven- 
ture Capital, strengthening the access of 
our Canadian-based customers to devel- 
opment financing and other merchant 
banking products offered through the 
Bank domestically. 

Our merchant banking network was also 
expanded at the year-end with the addi- 
tion, in New York, of Orion Royal Inc. 
The U.S.A. is a key market for the Royal 
Bank and the addition of Orion Royal Inc. 
to the merchant banking group strength- 
ens our position in the highly competitive 
corporate sector where, increasingly, cli- 
ents require both commercial and mer- 
chant banking services. The network now 
includes units in London, Hong Kong, 
New York, Toronto, Geneva and the 
Channel Islands. 


—— 


Special Loans 


The ravages of the recession clearly wrought 
severe damage among many customer com- 
pantes, in Canada and abroad. Corporate 
customers tn increasing numbers developed 
loan repayment problems. 

It ts standard practice for Canadian 
bankers to ‘‘work out’’ problem loans with 
clients tn the independent business sector. 
And just as teams of international bankers 
work with government representatives and 
multilateral agency staff to renegotiate sov- 
ereign loans, so too the Canadian banks 
send tn teams of specialists dedicated to the 
survival of Canada’s larger companies. 
These ‘‘big-loan’’ specialists are positioned 
within our Special Loans Group which is 
headed by B.D. Gregson, executive vice- 
president. 

When it becomes clear that a company 1s 
developing financial problems—hopefully 
long before they reach a crisis point—we put 
our specialists face to face with company 
management. We move fast, because speed 
is essential to give the chent the best chance 
of survival. Our work may involve a 
rescheduling, just as in an international 
loan—pushing principal and sometimes 
interest payments out into the future. More 
fundamental, however, 1s the way the 
Royal’s team acts as financial consultants to 
the company. 

There may be financial restructuring 
involving the conversion of debt into 
equity, or selling off company assets or the 
assets of subsidiaries. It can also mean the 
Bank will authorize further loans so that a 
company can ‘‘drill its way out of distress”’. 
In some cases the new loans may be used to 
pay unsecured creditors to give a company 
the chance to work its way out of a 
receivership situation. 

Working together, the Bank and the 
company’s management may even come 
up with a substantial restructuring not only 
of company debt but also company oper- 
ations, nationally or internationally, as the 
case requires. 

We can’t change the price of oil—or the 
market for lumber, for that matter—but 
otherwise the only limit on our ingenuity 1s 
the basic viability of a company’s opera- 
tions in its given marketplace. The efforts 
of this Special Loans Group in 1983 
resulted in a remarkable turn-around for a 
number of our corporate customers. 
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Management’s Discussion of Financial Results 


In this section of our Annual Report, we 
provide detailed discussion and analysis of the 
Bank’s financial performance in the broader 
context of the recession from which we are now 
emerging. 

For analytical purposes, we segment our 
operations into Domestic and International. 
Our Domestic Operations represent the foun- 
dation upon which the Bank has been built. 
At present we operate 1,456 branches coast-to- 
coast, offering a wide range of services. 
Domestic Operations include all business 
transacted in Canada, regardless of currency, 
with the exception of the Canadian-based 
activities of International Money Markets. That 
unit, together with the Bank’s business carried 
on outside Canada, comprises International 
Operations. International Operations include 
one third of our assets and over 280 business 
units in 47 countries, making the Royal truly a 
world-scale bank. 

In this segregation of Domestic and Inter- 
national results, appropriate allocations have 
been made for corporate non-interest expenses 
and the cost of funds related to liquidity and 
capital. In 1983 our method for valuing the 
capital allocation between Domestic and Inter- 
national Operations was amended and the 
data for prior periods has been restated to 
reflect this change. 
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Overview of 1983 Results 

The Royal Bank’s profitability showed 
improvement in 1983, after being severely 
depressed during 1982. Major factors in the 
improvement included: a lower and more sta- 
ble interest rate environment which resulted in 
wider margins, particularly on our fixed rate 
lending business in Canada; a favourable shift 
in the mix of our deposit liabilities; excellent 
performance in fee income; and stringent con- 
trol of operating expenses. 

The Royal Bank earned $480.0 million in 
1983, 34.2% higher than the $357.6 million 
earned in 1982. Basic income per share was 
$5.03, 30.0% higher than the $3.87 in 1982. 
(Growth of income per share is somewhat 
lower than that of net income due to the 
issuance of new stock in 1983.) Earnings per 
share on a fully diluted basis, which takes into 
account common shates that would be issued 
upon exercise of the convertibility feature of 
certain debentures and preferred shares, was 
$4.58, up from last year’s $3.68. 

The Bank’s return on average total assets 
(ROA), a key indicator of profitability, was 
0.55% in 1983, sharply higher than the 
0.40% earned in 1982. Our return on average 
common shareholders’ equity (ROE) was 
16.8% for fiscal 1983, up from 12.7% in 
1982. Over the past five years, our ROE has 
averaged 17.0%. While Bank management is 
pleased with the improvement in 1983, we 
have yet to return to acceptable levels of 
profitability and internal capital generation. 
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On October 31, 1983 the Bank’s total assets 
were $84.7 billion, down 4.3% from the 
previous year-end, marking the first annual 
contraction of our asset base in over 20 years. 
This reflects the impact of the recent recession, 
both in Canada and abroad, and its effect 
upon the global demand for credit. Clients’ 
inventories have been cut and capital spending 
has been reduced, lowering borrowing require- 
ments substantially. Additionally during 
1983, there was a resurgence in the capital 
markets and our clients often used the pro- 
ceeds of security issues to reduce bank debt. 
While we have seen some improvement in the 
demand for consumer credit during the last 
few months, it seems likely that the high 
annual asset growth rates of the late seventies 
and early eighties will not recur. 

The Bank’s financial leverage, as measured 
by the ratio of assets to capital, was improved 
very significantly during the year. Total capital 
funds, including bank debentures, at October 
31, 1983 were $4.4 billion, an increase of 
$414 million over the prior year. A discus- 
sion of capital is included on pages 47 to 49 of 
this report. 


Domestic Performance 

During 1983, the earnings of the Domestic 
Operations of the Bank rebounded from the 
depressed levels of 1982. In response to the 
stable, lower level of interest rates and a variety 
of management initiatives, Domestic net 
income rose to $373.7 million in 1983, over 
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Highlights of Domestic Earnings as a Per Cent of Average Assets 


Net Interest Income 
(taxable equivalent basis) 
Provision for Loan Losses 


Other Income 

Non-Interest Expenses 

Income Taxes—Including Taxable 
Equivalent Adjustment 


Return on Assets 


Average Total Assets ($ Billions) 


twice the $162.3 million earned in 1982. 
Domestic return on assets rose from 0.29% in 
fiscal 1982 to 0.66% in 1983, a level not 
attained since 1978. 

A number of favourable developments com- 
bined to boost Domestic profitability last year. 
First, margins were sharply higher. In particu- 
lar, good spreads were earned on our fixed rate 
loan portfolio which consists principally of 
consumer instalment loans and mortgages. 
Chart 6 compares the yield on this portfolio 
with the average cost of personal term deposits. 
As is evident, the decline in the yield on this 
portfolio was much more modest than the 
decline in the cost of personal term deposit 
liabilities and as a result spreads widened. This 
improvement was especially welcome since, as 
demonstrated in Chart 6, our fixed-rate port- 
folio has adversely affected Domestic profit- 
ability for several years. 

A favourable shift in our deposit mix shown 
in Chart 8 also contributed to the higher level 
of Domestic earnings, as good growth in the 
level of consumer deposits replaced more 
expensive non-personal term deposits. The 
widespread decline in the demand for loans — 
with a consequent reduction in the Bank’s 
funding needs — led to a sharp reduction in 
the volume of wholesale non-personal term 
deposits held by the banking system as a 
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whole. This meant that the few funds raised in 
this market were relatively inexpensive. 
Finally, the Bank was able to take advantage of 
conditions in the equity markets to realize 
capital gains on the disposition of certain of its 
investment securities. 

The quality of our Domestic loan portfolio, 
which will be dealt with in more detail later in 
this report, remains of concern to manage- 
ment. Liquidity problems continued during 
1983 for many of our clients hardest hit by the 
recession. As a result, in many cases clients 
were unable to meet their interest or principal 
payment obligations. Domestic non- 
performing loans, net of specific provisions, 
increased considerably during 1983 to $1.6 
billion at year-end, up from $1.3 billion in 
1982. Domestic loan loss experience, accord- 
ingly, continued to be high by historical stan- 
dards. At $453.9 million, however, it was 
down from $530.0 million in 1982. Our 
Domestic loan loss provision, the charge to 
income based on the five-year averaging for- 
mula prescribed by the Bank Act, was $309.5 
million in 1983, 20.0% higher than in 1982. 

Other Income in Domestic Operations rose 
substantially in 1983. Increased transaction 
levels together with price increases on selected 
services were the principal reasons for this 
improvement. 

Successful management of non-interest 
expenses was also a major positive factor in 


1983’s Domestic performance, as these 
expenses rose by only 6.1% over 1982, well 
below the 20.0% growth rate of the prior year. 
Our rationalization program and streamlining 
process continues, having already resulted in 
significant savings. 


International Performance 

International earnings were $106.3 million in 
1983, 45.6% lower than in fiscal 1982 and the 
poorest performance by International in many 
years. Return on assets fell to .35%, down 
from .60% in 1982. 

The major problem affecting International 
Operations last year was the unprecedented 
level of non-performing loans. While interest 
rates paid for deposits to fund these loans 
declined, the dollar balances rose over 50% to 
reach $1.2 billion at October 31, 1983. In 
addition, despite the fact that interest rates 
were low and relatively stable for most of the 
year, there were occasions where funding costs 
lagged the declines in the U.S. prime rate, 
thereby narrowing margins on that portion of 
our business. 

During the year, International profitability 
was also reduced by non tax-deductible un- 
realized foreign exchange translation losses 
of $18.2 million on unhedgeable equity 
investments in subsidiaries and associated 
corporations. This amount, which does not 
represent an operating loss, was nonetheless 
charged against income in accordance with 
Bank Act accounting regulations. 


Highlights of International Earnings as a Per Cent of Average Assets 1983 1982 
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Net Interest Income 1.65% 1.85% 
(taxable equivalent basis) 
Provision for Loan Losses 47 26 
1.18 159 
Other Income Do oF 
Lay. 2.16 
Non-Interest Expenses 1.19 1213 
58 1.03 
Income Taxes—Including Taxable 
Equivalent Adjustment 23 43 
Return on Assets 35% .60% 
Average Total Assets ($ Billions) $30.1 $32.5 


The loan loss experience for International 
Operations was $317.8 million in 1983, more 
than double the level in 1982. The charge to 
income derived from the five-year averaging 
formula amounted to $142.5 million, $56.5 
million higher than in the prior year. 

Other income from International Opera- 
tions amounted to $178.3 million in 1983, 
down 3.2% from 1982. This reduction was 
attributable primarily to lower loan fees and 
the effects of foreign exchange translation 
revenues on our total foreign exchange 
income. The much-publicized sovereign loan 
rescheduling process did not give rise to any 
significant fees in 1983. Such fees, which by 
Bank policy are amortized over the related loan 
term, are expected to increase in 1984. 

On a more favourable note, as a result of 
management initiatives, International non- 
interest expenses were slightly lower in fiscal 
1983 compared with 1982. Considerable 
streamlining took place during the year which, 
together with further cost management 
initiatives planned for 1984, are expected to 
benefit the Bank for years to come. 

After a number of years of rapid Inter- 
national asset growth for the Royal, we 
witnessed a decline in balances in 1983. Inter- 
national average assets during the year were 
$30.1 billion, 7.6% lower than in 1982. This 
contraction resulted from a reduced demand 
for credit and a lower redeposit ratio, the latter 
made possible by the more stable banking 
environment. Given market conditions, we do 


Chart 4 


not anticipate significant growth in Inter- 
national assets over the short term. However, 
in order to improve earnings, we will continue 
to direct our efforts into the development of 
fee-based income sources. 


Net Interest Income 

Net interest income ts the difference between 
what we earn on loans and securities and what 
we pay for deposits and debentures. For ana- 
lytical purposes, we adjust this figure to take 
into account the tax-exempt status in Canada 
of certain securities such as term preferred 
shares, income debentures and small business 
bonds. We call this adjusted figure “‘taxable 
equivalent net interest income’’. 

Taxable equivalent net interest income 
amounted to $2,427.6 million for the Royal in 
1983, up $331.2 million, or 15.8%, from 
1982. Two key factors affect the growth in this 
component of our earnings. The first is the net 
interest margin, the percentage rate we earn on 
our assets after covering the cost of deposits. 
Of equal importance is the rate of growth in 
average earning assets. These factors are bro- 
ken out in considerable detail in Table 3, 
which presents an average balance sheet for the 
Bank for each of the last three years and the 
respective yields and costs of individual asset 
and liability components. 
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Net interest income expressed as a per- 
centage of average assets, of net interest mar- 
gin, was 2.80% in 1983, up sharply from the 
2.37% earned in 1982. The improvement in 
the Domestic margin, from 2.67% in 1982 to 
3.41% in 1983, accounted for all of the 
increase in the Bank’s margin. The Inter- 
national margin fell by 20 basis points to 
1.65% in 1983. 

Domestic margins widened from the severe- 
ly depressed level of 1982 due to two main 
factors. First, interest rates remained steady at 
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a much lower level in 1983 than in 1982, 
leading to the first positive annual spread in 
some time on the fixed rate portion of our loan 
portfolio. As shown in Chart 7, the sharp 
reduction in credit demand led to a strength- 
ening of the Bank’s funding spread during the 
year. Indeed, reduced dependence on non- 
personal term deposits enabled the banking 
industry as a whole to hold the cost of these 
deposit instruments to more acceptable levels. 
This also occurred to a lesser extent with 
respect to consumer deposits, as reduced 
demand for funds led to lower deposit rates on 
savings accounts. The second factor favourable 
to our Domestic margin was a shift in the mix 
of deposits. The proportion of high cost de- 
posits fell from 52.9% of our domestic funding 
base at the start of 1982 to 43.4% by the end 
of 1983. This, again, resulted principally from 
weak demand for credit. in 1983, but was also a 
function of the lower level of interest rates 
throughout the year which reduced the advan- 
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tage to consumers of switching their savings to 
higher yielding deposit accounts. 

On the negative side, further growth in 
Domestic net interest income was hampered 
by sharply higher levels of non-performing 
loans in 1983. This subject is discussed in more 
detail in the section on ‘‘Non-Performing 
Loans and Loan Losses’’ on page 41. 

International margins in 1983 were, as men- 
tioned earlier, some 20 basis points lower than 
last year. The difficult international banking 
environment which prevailed throughout all of 
1983 was reflected in a particularly rapid 
increase in the levels of International non- 
performing loans, concentrated in the U.S.A. 
and in Latin America. In addition, spreads in 
the international marketplace contracted dur- 
ing the year, putting further pressure on prof- 
itability. The Bank, wherever possible, 
increased margins on new business, avoided 
taking on low yielding assets and re-evaluated 
its international liquidity position. Because of 
the stability of interest rates and the low 
demand for credit in 1983, the necessity for 
high levels of international liquidity mod- 
erated somewhat. Accordingly, the Bank, 
while still maintaining a very conservative pos- 
ture, was able to reduce its redeposit levels. 

Several other noteworthy, but largely off- 
setting, items were also included in net interest 
income in the past year. Under the accounting 
regulations of the Bank Act, gains or losses on 
the sale of equity securities are recorded as 
income in the year they occur. However, gains 
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ot losses realized on debt securities are amor- 
tized over a five-year period. In 1983, amotti- 
zation of losses on bond disposals amounted to 
$21.7 million but were more than offset by 
net gains on the sale of equity securities of 
$48.8 million. 

International net interest income was 
reduced by non-tax-deductible unrealized for- 
eign exchange translation losses. These trans- 
lation losses occurred on unhedgeable equity 
investments in certain foreign operating units 
and lowered net interest income by approxi- 
mately $16 million in 1983. 

Finally, on a positive note, in 1983 the Royal 
Bank received a very modest amount of back 
interest on non-performing loans relating to 
prior years. We have started to see a trend in 
this regard and are optimistic that it will gain 
momentum in the quatters to come. 
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Table 3 


Net Interest Income 
on Average Assets and 
Liabilities 


1983 


1982 


1981 


($ Millions) 
Average Interest Average Average Interest Average Average Interest Average 
Balances Rate Balances Rate Balances Rate 
Assets Earning Assets 
Deposits with other banks $12,126 $1,138 9.38% $13,765 $ 1,860 13.51% $11,794 $ 1,739 14.74% 
Securities— 
Issued or guaranteed by 
Canada, provinces and 
municipal or school 
corporations 2,673 302 11.30 2,236 316 1413 2,613 386 14.77 
Other 4,551 587 12.90 4,590 805 17.54 4,008 677 16.89 
7,224 889 12.31 6,826 15121 16.42 6,621 1,063 16.05 
Loans— 
Mortgages 7,806 1,013 _ 12.98 7,288 921 12.64 D9 927 at 2226 
. Instalment loans 4,396 701 15.95 4 636 812 L752 4,252 655 15.40 
Other loans in 
Canadian currency 23,613 2,781 11.78 25.223 4,225 16375 20,877 3,945 18.90 
Other loans in 
foreign currencies 22,642 2,585 11.42 22,330 3,478 15.58 16,072 2,708 16.85 
= 58,457 7,080 12.11 59,477 9,436 15.86 48,760 8,235 16.89 
Total Earning Assets 77,807 9,107 11.70 80,068 12,417 15251 67,17 E057 16.43 
Other Assets 8,886 8,464 6,313 
Total Assets $86,693 $9,107 10.50% $88,532 $12,417 14.03% $73,488 $11,037 15.02% 
Liabilities Interest-Bearing Liabilities 
Deposits— 
Demand deposits $ 6,028 $ 154 2.55% $ 5,973 $ 253 424% $5,178} 229 3.96% 
Deposits by banks 19,605 1,984 10.12, 21-306 2.976, OF 16,348 2,518 15.40 
Term deposits in 
Canadian currency 16,872 72> 10.22 19,486 2,916 14.96 16,759 2,501 14.92 
Other deposits in 
Canadian currency 15,479 1,025 6.62 13,421 1555 Boos) 11,896 1,541 12595 
Term deposits in 
foreign currencies 15,950 1,542 9.67 16,437 2,346 14.27 12,928 2.050 15.76 
Other deposits in 
foreign currencies 2,304 83 3.60 1,920 105 547 2,889 126 4.36 
76,238 6,513 8.54 T8460: \-10y15 1 12.92 66,598 B5902 13.44 
Liabilities of subsidiaries 
other than deposits 340 39 11.47 312 40 12.82 163 15 9.20 
Bank debentures 1,121 127 11.33 1,054 129 12.24 657 Te 10.96 
Total interest-bearing 
liabilities 77,699 6,679 8.60: 79,909. 10,320 12.91", 67,418 39,039 3-13-41 
Other Liabilities 5,923 5,745 3,601 
Capital and Reserves 3,071 2,878 2,469 
Total Liabilities $86,693 $6,679 7.70% $88,532 $10,320 11.66% $73,488 $ 9,039 12.30% 
Total Assets / 
Net Interest Income $86,693 $2,428 2.80% $88,532 $ 2,097 2.37% $73,488 $ 1,998 2.72% 
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Average Balance Sheet 

The Royal Bank’s average balance sheet is set 
out in Table 3 with accompanying yields and 
costs. It discloses the principal determinants of 
the Bank’s net interest income: our mix of 
assets and liabilities and the rates we earned on 
and paid for them, respectively. 

Average assets declined 2.1% during 1983, 
reflecting the soft credit demand caused by the 
recent recession. While mortgages and foreign 
cutrency loans wete up over 1982, these 
increases wete more than offset by declines in 
other categories. 

On the liability side, the largest declines 
were in the inter-bank and high cost Canadian 
dollar term deposit categories. The lowest cost 
category, other deposits in Canadian currency, 
actually increased over 1982. The shift in the 
mix of our deposits, as mentioned earlier, was 
one of the major contributing factors to our 
improved margins in 1983. 

The other factors which determine the level 
of our net interest income are the relative 
yields and costs attached to our assets and 
liabilities. While the movement of these rates 
is determined principally by changes in the 
prime rate and the maturity structure the Bank 
maintains in each category, the marketplace 
also plays a significant role through the impact 
the relative demand for various instruments 
has on their pricing. 

In total, our liability costs fell by 396 basis 
points in 1983, while our overall asset yields 
declined by only 353 basis points. This differ- 
ence generated the 43 basis point improve- 
ment in our overall net interest margin. 


Interest Rate Risk 

Interest rate sensitivity is defined as the rap- 
idity with which average yields on earning 
assets and average rates paid on interest- 
bearing liabilities respond to changes 1n pre- 
vailing rates of interest. Interest-rate risk is 
introduced when assets and the liabilities used 
to fund them have different sensitivity charac- 
teristics and, as a consequence, do not respond 
to interest rate changes concurrently. Interest- 
rate sensitivity characteristics are sometimes 
referred to as ‘‘repricing schedules’’ because a 
key factor is the rate term, or timing of the next 
opportunity to adjust the nominal interest rate 
to new market rate levels. 

When prevailing rates of interest are falling, 
and liabilities are more interest-sensitive than 
assets — for example, when a mortgage port- 
folio (relatively interest-rate 77-sensitive) is 
funded by short-term deposits (relatively szore 
sensitive) — the net interest rate differential 
(spread) will be enhanced for a period of time. 


This effect will continue until the mortgage 
repricing date is reached or interest rates on 
funding deposits reverse course. 

When prevailing rates of interest increase, 
the opposite occurs: the net interest rate differ- 
ential is compressed — spread is squeezed. 

If the situation is one in which assets, such as 
prime rate loans, are more interest-rate sensi- 
tive than liabilities, the result is the reverse of 
the situation described above, that is, reduc- 
tions in interest rates compress spread, while 
increases widen it, in both cases temporarily. 

As interest rate movements have been par- 
ticularly volatile and unpredictable over the 
past several years, the management of 
repricing schedules of loans and deposits has 
become a highly important determinant of 
bank profitability. To the extent that the 
repricing profiles of loans and deposits are 
matched, the exposure of net interest income 
to interest rate risk is reduced. A fully-matched 
position, while eliminating interest rate risk, 
also limits profit potential. Opportunities for 
enhanced returns arising from mismatched 
positions and favourable interest rate move- 
ments are constantly weighed against the costs 
that could arise from unfavourable interest rate 
changes. Interest rate sensitivity positions 
(commonly called ‘‘Gaps’’) are created, or 
tolerated, and changed by management to 
enhance profitability, to respect liquidity 
policy guidelines governing expected net cash 
outflows or, at times, to meet fixed-rate 
lending competition. 

The interest rate sensitivity of asset and 
liability portfolios is monitored continually by 
the Treasury and Money Markets Division. The 
management of international interest rate sen- 
sitivity and liquidity positions world-wide, in 
currencies other than Canadian, ts a specific 
responsibility of International Money Markets. 
International Treasury activities are conducted 
through units based in major financial centres 
around the world, coordinated and controlled 
from Toronto. 

In International Operations, the Bank 
closely manages the projected net cash flows to 
control the adequacy of liquidity in all major 
market areas. Liquidity adequacy considera- 
tions at the margin take priority over interest 
rate exposure factors and, as a result, some- 
times gap positions of modest size do result. 
However, interest rate gaps caused by liquidity 
considerations in the Bank’s foreign currency 
business typically are not significant. 


Liquidity Management 

The primary concern of liquidity management 
is the continuing ability to meet deposit with- 
drawals and borrowing maturities, and to sat- 
isfy customer requirements for credit services 
on a world-wide basis and in a timely manner. 

Liquidity is maintained through close co- 
ordination of asset and liability management 
techniques in Canada and in all major overseas 
markets and foreign currencies. Major ele- 
ments of the Bank’s overall liquidity manage- 
ment capabilities are: a highly diversified 
deposit base in Canadian funds and in major 
foreign currencies; closely managed maturity 
structures of loans and deposits; policy limits 
which govern the maximum net outflow of 
funds which would occur in the near future; 
access to liquid asset resources and committed 
credit lines. 

In Canada, the Bank currently-maintains 
$1.0 billion of primary reserves including cash 
and deposits with the Bank of Canada, and 
over $1.3 billion of secondary reserves invested 
in short-term Government of Canada securities 
as required by law. In addition to these stat- 
utory liquidity reserves, the Bank, under estab- 
lished internal policies, maintains supplemen- 
tary reserves in the form of very liquid assets 
which amounted to $1.0 billion at October 31, 
1983. The Bank also has access to the Bank of 
Canada which functions as lender of last resort 
to the domestic banking system. Though avail- 
able primarily for ultimate liquidity, Central 
Bank credit facilities are also occasionally uti- 
lized by individual banks for cash reserve ad- 
justments on the last day of reserve averaging 
periods to alleviate shortfalls that can result 
from unforeseen clearings swings between 
banks. At year-end the Bank in fact utilized its 
line of credit at the Bank of Canada for this 
purpose. 


Internationally, the cornerstones of liquidity 
management are: diversification of world-wide 
funding sources; close control of term-to- 
maturity profiles of loan and deposit liability 
portfolios; policy limits governing net cash 
outflow and supplementary reserves of very 
liquid foreign assets. As a major pafticipant in 
the Euro-dollar markets, the Bank also has 
access to deposits from other large inter- 
national banks. 

In the year just ended, relatively more stable 
interest rate levels, combined with generally 
weak credit demand globally, contributed to 
somewhat greater stability in international 
capital markets. However, the widely publi- 
cized debt service problems of a number of 
countries carried the potential for future 
shocks and short-term disruption of these 
markets. 

The Bank continues to follow prudent li- 
quidity management policies. Domestically, 
this is reflected in above average levels of 
supplementary liquidity reserves. Inter- 
nationally, redeposits as a percentage of 
foreign currency assets was 27.2% or $10.3 
billion at October 31, 1983 which ts conser- 
vative when compared to practices of some 
other major Canadian banks. 

Coordination of liquidity management at 
the total Bank level has been strengthened 
through the recent reorganization of the 
Domestic Treasury and International Money 
Market groups. 
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Table 4 


Other Income 

Other income amounted to $667.0 million in 
1983, 14.4% higher than in 1982, notwith- 
standing the decline in the Bank’s assets. 

Non-interest income represents an 
extremely important source of revenue to the 
Bank and, historically, an area of some 
strength for us. With the recent slowdown in 
asset growth likely to continue for some time, 
it has become an even more vital component in 
maintaining the growth of our earnings. Fur- 
ther expansion in this area will come from two 
directions. First, the Bank is strengthening its 
already considerable presence in traditional 
fee-generating lines of business, such as mer- 
chant banking. Second, our industry generally 
has been moving towards more equitable pric- 
ing policies whereby users bear the actual cost 
of providing a service. In the past, spreading 
the cost of a service over a larger base of 
customers has often meant that one group has 
had to bear a disproportionate share of the 
load relative to the benefits they received. 

Service charges in total amounted to $185.0 
million, up 15.3% from 1982, due to both 
increased transaction volumes and to the 
modest price increases instituted on many of 
our products last year. 

Visa fees rose 9.3% during 1983, in part the 
result of the transaction fees which were ini- 
tiated in June. That move, which allowed a 
considerable reduction in the rate of interest 
charged on this service, was in line with the 
policy of a more equitable assignment of costs 


Other Income 
($ Millions) 


Service Charges 

Visa Fees 

Loan & Commitment Fees 

Securities Commissions 

Foreign Exchange Revenue 

Bankers’ Acceptances, Letters 
of Credit & Guarantees 

Sundry 


Total 


to those who actually use a service. 

Loan and commitment fees totalled $98.2 
million in 1983, up 9.8%. Growth arose 
largely as a result of increased syndication 
business and a tevised rate structure. Re- 
negotiation fees for many of the international 
refinancings have not yet begun to be reflected 
in this category. 

Securities commissions amounted to $44.0 
million in 1983, virtually unchanged from 
1982. 

Foreign exchange revenue, at $93.3 million, 
was modestly lower than in 1982. The stability 
of the Canadian dollar relative to other major 
currencies, particularly the U.S. dollar, anda 
recession-induced reduction in trade-related 
transactions, lowered the volume of trading 
significantly and also reduced the oppor- 
tunities for profit. The Royal Bank remains 
one of the world’s leading foreign exchange 
dealers. 

Fees on bankers’ acceptances, letters of 
credit and guarantees totalled $72.0 million in 
1983, 22.0% higher than in the previous year. 
These instruments, particularly bankers’ 
acceptances, have been gaining in popularity 
over the past few years. As well, our pricing 
structure has been modified somewhat to more 
appropriately reflect the risk the Bank assumes. 

Sundry revenue rose substantially in 1983, 
climbing by 59.5% to $94.9 million. This 
reflected a wide tange of volume and price 
increases in both consumer and business 
markets. 


1983 1982 Per Cent 

Change 

$185.0 $160.4 15.3% 

79.6 72.8 ye) 
98.2 89.4 O38 
44.0 44.0 — 
93:5 97.8 (4.6) 
72.0 F920 22.0 
94.9 be 59.5 


$667.0 $582.9 14.4% 
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Non-Interest Expenses 

The profitability difficulties encountered in 
1982 led to a series of cost management in1- 
tiatives being undertaken by the Bank. These 
were designed to bring about major changes in 
spending policies and a substantial reduction 
in our level of overhead. It is clear that these 
efforts have been successful. Total non-interest 
expenses in 1983 were $1,746 million, only 
4.3% higher than in 1982. The fact that our 
costs grew at an annual rate of 20.9% in 1982 
demonstrates how well and how fast these cost 
management initiatives have worked. 

Total staff costs constitute over 60% of 
non-interest expenses. In 1983, the staff cost 
increase of only 3.8% was attributable to a 
combination of tight complement controls and 
the modest merit increases paid last year. Our 
level of staff declined by 1,070 in 1983, to 
38,687 people. Domestic complement was 
down 669 from 1982, to 31,686 people. Inter- 
national staff fell 401 to 7,001 people at 
year-end. These net reductions were accom- 
plished largely through attrition as well as 
redeployment and consolidation of staff. 

While much progress in this area has been 
made, further evaluation of organization and 
staffing within the Bank continues, with the 
aim of keeping future complement and other 
cost increases to the minimum level prac- 
ticable. We would stress, however, that pro- 
ductivity gains will not be made at the expense 
of customer service. 
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Property and automation costs amounted to 
$273.3 million in 1983, roughly 7% higher 
than in 1982. In Canada, during 1983 we 
closed 38 branches while opening 7, for a net 
decrease of 31 branches. Internationally, we 
had a net decrease of 1 branch. Nevertheless, 
property expenses were higher due to escalat- 
ing lease and administration costs, while auto- 
mation costs rose 10% reflecting our continued 
commitment to maintaining and improving 
out computer processing capabilities. Further 
development of automated delivery systems, 
such as Personal Touch Banking machines, 
will ultimately improve both earnings and 
customer service. 

Other operating expenses, which includes a 
wide range of miscellaneous cost categories, 
rose 4.1% to $397.5 million. This was an 
extremely gratifying performance with most 
expense categories showing little change dur- 
ing the year. 

Employees throughout the Bank can be 
proud of their significant accomplishments in 
the area of non-interest expense management. 


Income Taxes 

In 1983, the Royal Bank reported a pro- 
vision for income taxes of $191.0 million, 
compared to a credit of $28.0 million in 1982. 
This increase in the provision for income taxes 
for the year was due to a number of factors but 
was most directly attributable to a reduction 
in the amount of tax-exempt income earned 
in 1983. 

The Royal, like other corporations in 
Canada, is subject to a combined federal and 
provincial income tax rate which approximates 
50%. However, the low effective tax rate of 
28.4% reflected on the 1983 Statement of 
Income and the negative tax rate of 8.5% in 
1982 may create an erroneous impression that 
the Bank is subject to a lower tax burden than 
other business enterprises. In fact, the Royal 
and other Canadian banks are subject to 
income taxes at normal statutory rates. 

There are two principal reasons for the 
Bank’s low effective tax rate. First, the Bank 
earns substantial amounts of tax-exempt 
income on its $2.8 billion portfolio of loan 
equivalents consisting of small business bonds, 
income debentures and term preferred shares. 
When, as an example, the Bank takes on an 
obligation such as a small business bond it 
accepts a lower yield on that obligation which 
allows the issuer to raise funds at lower interest 
rates. Although the Bank’s financial state- 
ments reflect a lower amount of income taxes, 
the reduced level of tax expense is offset by an 
equivalent reduction in interest income. 

In effect the tax saving is passed on in the 
form of reduced interest costs to the borrower. 
For analytical purposes, a taxable equivalent 
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adjustment, as discussed in the net interest 
income analysis section of this report, is made 
to compensate for this differential. If the 
reported tax expense were adjusted to reflect 
this, the provision for income taxes shown in 
the Statement of Income would increase by 
$224.8 million in 1983 and by $331.2 million 
in 1982. 

Lower effective tax rates also reflect the fact 
that certain foreign subsidiaries, whose opera- 
tions are consolidated by the Bank, incur 
income taxes in their countries of operation at 
lower rates than the tax rate of 50% applicable 
to the Bank itself. 

A reconciliation of the combined federal 
and provincial statutory income tax rate to the 
effective income tax rate for 1983 and 1982 is 
provided in Note 2 to the Financial Statements 
on page 62. 


Non-Performing Loans and Loan Losses 

The recession of 1982/1983 affected almost 
every aspect of the Royal Bank’s operations, 
but no figures are better indicators of its 
severity than the level of our non-performing 
loans and related loan loss experience. 

We mentioned earlier that a number of our 
clients hardest hit by the recession were unable 
to meet their interest or principal payment 
obligations. In more technical terms, many of 
these loans were classified as non-performing 
whenever one of the following occurred: 

(1) management felt that the collectibility 
of principal or interest was in doubt, or 


Table 5 

Non-Performing Loans 1983 
As at October 31 
($ Millions) 
Domestic $1,632 
International 1,206 
Total Non-Performing Loans (net 

of specific provisions for losses) $2,838 


(2) payment of interest was over ninety 
days past due, unless management 
determined that the collectibility of 
principal and interest was not reason- 
ably in doubt. 

Once a loan is placed in the non-performing 
category, several things happen. First, any 
previously accrued but unpaid interest is 
reversed to income. Secondly, depending 
upon collateral available and the borrower’s 
prospects, a specific provision for possible loss 
of principal may be set up in connection with 
the loan. Finally, as long as management feels 
that the principal amount of the loan is in 
jeopardy, any interest received in connection 
with the loan is not recorded as income but 
instead is applied in reduction of loan prin- 
cipal. These actions have an obvious immedi- 
ate detrimental impact on the Bank’s earnings. 

The specific provisions for losses represent 
management’s best estimate of the losses 
which may be incurred on troubled loans. The 
cumulative provisions for loan losses have been 
deducted from loan balances outstanding on 
the balance sheet. In effect, the loss is taken on 
a troubled loan when the specific provision is 
set up. In many cases, by the time a loan is 
written off, much of its original principal value 
will have been provided for through 
previously-established specific provisions. 

During 1983, the level of non-performing 
loans, net of specific provisions for losses, rose 
to $2.8 billion at year-end, up 39.1% from the 
same date one year ago. The non-performing 


1982 1981 1980 
$1,252 $216 $171 
788 12 33 
$2,040 $228 $204 
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Table 6 


Detail of Loan Losses 1983 1982 1981 1980 


Year Ended October 31 
($ Millions) 


Loan Loss Experience 


Domestic— 
Consumer Instalment Loans & Visa $ 57.0 $ 53.0 $ 29.8 $25.2 fol Bey 
Mortgages 1.1 0.4 0.4 (0.4) 0.7 
Other Personal Loans 34.0 28 $25 9.6 11.6 
Agriculture and 
Independent Business 104.0 84.5 36.8 28.8 30.2 
Large Commercial & Corporate 257.8 368.8 64.6 27.8 4.5 
Total Domestic 453.9 530.0 144.1 91.0 65.5 
International 317.8 149.6 74.5 56.0 (0.7) 
Total Loan Loss Experience $e7717 $ 679.6 $ 218.6 $ 147.0 $6428 


Eligible Loans 
Domestic— 
Consumer Instalment Loans & Visa $ 5,093 $ 4,962 $ 5,013 $ 4,042 $ 3,566 
Mottgages 5,619 5,069 4,406 2,610 2,116 
Other Personal Loans 2,589 2,592 2,801 2353 2,198 
Agriculture and 
Independent Business vis we 7,501 5,361 4,324 4,154 
Large Commercial & Corporate 24,254 25,233 22,031 13,985 10,161 
Total Domestic 44,726 45,357 39,612 27,314 22,195 
International 20,529 21,204 19,038 12,495 9,827 
Total Eligible Loans $65,255 $66,561 $58,650 $39,809 $32,022 
Loss Experience as a Per Cent 
of Eligible Loans 
Domestic— 
Consumer Instalment Loans & Visa 1.12% 1.07% 0.59% 0.62% 0.52% 
Mortgages 0.02 0.01 0.01 (0.02) 0.03 
Other Personal Loans 1.31 0.90 0.45 0.41 0.53 
Agriculture and 
Independent Business 1.45 L243 0.69 0.67 0.73 
Large Commercial & Corporate 1.06 1.46 0.29 0.20 0.04 
Total Domestic 1.01 12h 0.36 0:33 0.30 
International 1.55 0.71 0.39 0.45 (0.01) 
Total 1.18% 1.02% 0.37% 0.37% 0.20% 


loans on our books reflect the impact of the 
recession on virtually all industrial sectors and 
geographical areas. However, certain of our 
clients have been harder hit than others. 
Within Domestic Operations, non-performing 
loans have risen most dramatically in western 
Canada, where they have been concentrated 
among firms in the oil service, real estate and 
forestry industries. International non- 
performing loans, the major portion of which 
are private sector borrowings, have been con- 
centrated in the U.S.A. and in the Latin 
America and Caribbean area. 


We are uncertain as to when or what portion 
of the back interest owing on our non- 
performing loans will be collected. The most 
difficult and time-consuming loans in this 
category are now being administered by our 
Special Loans Group. This team of senior 
bankers has been given the mandate and the 
resources to resolve many of the situations 
outstanding. In addition, our domestic district 
and international area offices have specialized 
groups concentrating on working out remain- 
ing problem loans. While we do not anticipate 
that the payment of interest arrears will signifi- 
cantly improve earnings over the short term, 
we expect, based on previous experience, that 
a good portion of our non-performing loans 
will ultimately return to productive status. 


The Bank’s loan losses have increased along 
with the level of non-performing loans. Our 
loss experience in 1983 amounted to $771.7 
million, up from $679.6 million in 1982. As 
shown in Table 6, the increase was entirely 
attributable to higher loan losses in Inter- 
national Operations, as Domestic losses 
declined by $76.1 million. Asa result, our 
loan loss provision, the amount charged to 
income, rose $108.0 million from 1982 to 
reach $452.0 million in 1983. 

Loan loss experience, as previously explain- 
ed, represents the Bank’s best estimate of the 
additional specific provisions required to cover 
anticipated losses on identified problem loans. 
Expressed differently, the loan loss experience 
for the year is equal to the sum of the actual 
write-offs net of recoveries, plus the change in 
accumulated specific provisions for losses car- 
ried on the balance sheet. The portion of the 
loan loss experience charged to the income 
statement in any given year (called the loan 
loss provision) is based on a formula which has 
the effect of averaging the loan loss experience 
over a five-year period. Any difference 
between actual loan loss experience and loan 
loss provision is charged directly to capital. A 
five-year history of loan loss experience, loan 
loss provision and eligible loans is presented in 


Table 6. 


Chart 10 


The decline in our Domestic losses in 1983 
was due to an improvement in the large com- 
mercial and corporate sector during the year. 
However, losses in this area continue to be 
unacceptably high. Loan losses in the Agri- 
culture & Independent Business sector rose 
$19.5 million from 1982, reflecting the 
ongoing hardship in these market sectors. 

Our International loan losses rose more than 
twofold in 1983 to $317.8 million. While 
losses are up in all geographic areas, the largest 
increases occurred in the U.S.A. where, as is 
the case in western Canada, our clients in the 
real estate and oil service industries are experi- 
encing severe difficulties. 

International lending to foreign countries 
has received a great deal of media attention. 
The sustained period of extremely high inter- 
est rates made debt service unexpectedly diffi- 
cult for borrowing countries. In addition, the 
global recession reduced their earnings capac- 
ity. These developments caused a number of 
countries, principally located in Central and 
South America, to seek renegotiation of loan 
repayment conditions. 

The debt management challenge that the 
international community faces is one of bring- 
ing debt burdens down to more manageable 
levels in an orderly way. We recognize that it 
will take time to restore the liquidity and 
credit-worthiness of many of these heavily 
indebted nations. 


Loan Loss Ratios by Loan 
Categories 

(as a percent of eligible 
loans) 
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Table 7 


Breakdown of Loans 
As at September 30 
($ Millions) 


Residents of Canada: 
Mortgages 

Loans to individuals 
Agricultural 

Financial Institutions 
Metchandisers 
Manufacturing & Industrial 
Construction & Real Estate 
Other Canadian Residents 


1983 Per Cent 1982 


Non-Residents 


Total Loans 
(excluding deposits 
with other banks) 


Table 8 


$8,004 14.0% $7,442 
7,682 13.4 Tepes! 
2,262 3.9 2,168 
2,446 4.3 2,930 
2,553 4.4 3,664 
8,072 14.1 9,411 
3,346 5.8 3,714 
5,169 9.0 6.117 
39,534 68.9 43,000 
17,823 ado 17,643 
$57,357 100.0% $60,643 


Regional Distribution of 1983 
Domestic Assets 

As at September 30 

($ Billions) 


Atlantic Provinces $ 3.0 
Quebec 6.6 
Ontario 1733 
Manitoba, Saskatchewan 

& Alberta 18.0 
British Columbia, Yukon & 

Northwest Territories 10.4 
Total $55.3 


1981 1980 1979 


$6,888 $4,909 $4,256 
7,814 6,395 5,764 
1,968 1,921 1,765 
1,912 1,595 821 
2,792 2,187 1,834 
8,741 3,756 3,544 
3,463 A189 1,769 
5,392 3,952 3,706 
38,970 26,834 23,459 
16,950 11,560 9,028 
$55,920 $38,394 $32,487 


Per Cent 


Per Cent 1982 


5.5% $226 4.7% 
19 6.5 11.6 
31-5 17-2 505 
32.4 18.4 32.8 
18.9 11.4 20.4 

100.0% $56.1 100.0% 


In many of the problem situations around 
the world much progress has already been 
made. This reflects the evolving cooperation 
between the borrowers, the multilateral lend- 
ing agencies — such as the International Mon- 
etary Fund and the Bank for International 
Settlements — the governments and the inter- 
national commercial banks. This cooperation 
will be needed both for working out the excess 
burden of debt and for ensuring that new 


funds will flow to finance trade and economic 
development throughout the international 
community. We believe that this cooperation 
will continue and that debt loads will be 
brought down to more tolerable levels. 


Credit Policy and Risk Management 

A bank’s success and stability depends almost 
entirely on its credit policies, a key component 
of which is the degree of diversification of its 
portfolio of loans. A bank must first and 
foremost be able to determine the soundness 
of each one of the lending proposals made to 
it. It then has to ensure that the loans it makes 
are sufficiently varied by industry and geog- 
raphy so as to avoid seriously impairing earn- 
ings due to problems in any single industry or 
area. It is the Royal Bank’s policy to limit loan 
authorizations to any independent corporate 
borrower to 15% and, in some very rare cases, 
to not more than 25% of our shareholders’ 
equity. Country and industry limits are also 
established taking into account economic, 
political and social considerations and strategic 
positioning objectives. These limits are moni- 


tored closely and reviewed frequently. The 
following tables and charts provide geographic 
and industry information on the Bank’s loan 
portfolio. 

Table 7 provides a breakdown of the Royal 
Bank’s lending activity within Canada by 
industry or type of loan. Domestic loans 
declined $3.5 billion in 1983 with most of the 
reduction taking place in the manufacturing/ 
industrial and merchandising sectors. Mort- 
gages, loans to individuals and agricultural 
loans increased during the year. The level of 
diversification of the Bank’s Domestic loans is 
apparent in the fact that no one industry 
category in Table 7 accounts for as much as 
fifteen percent of the total. 

Table 8 demonstrates the extent of geo- 
graphical diversification of Domestic assets. 


Global Asset Distribution 

Table 9 shows that almost three-quarters of our 
assets represent claims on residents of Canada 
or the United States; no other geographic area 
represents as much as 10% of the Bank’s total 
assets. 


Table 9 
Earning Assets by Location 1983 Per Cent 1982 Per Cent 
of Ultimate Risk 
($ Millions) 
Canada $47,828 62.7% $51,367 64.0% 
United States 5,800 TG 6,096 7.6 

West Germany 1,422 1.9 1,508 1.9 

France 1,514 2.0 1,263 1.6 

Other Continental European 
Countries 3,547 4.6 3,860 4.8 

Total Continental 

Europe Area 6,483 8.5 6,631 8.3 
United Kingdom 3,912 sya 4,173 522 
Ireland and 

Nordic Countries 1,132 1.5 1,163 1.4 
Total U.K., Ireland & 

Nordic Countries Area 5,044 6.6 5,336 6.6 
Mexico 1,328 ges 1,273 1.6 
Brazil 1,075 1.4 981 jeg 
Puerto Rico 826 1.1 857 Al 
Other Latin American & 

Caribbean Countries 4,036 5.3 3,953 4.9 
So AES i Re ae Ns SSI AC ls Nc cm a et aca MRS a ener end ek sens orn Neon enon 
Total Latin America & 
Caribbean Area 7,265 9.5 7,064 8.8 
2 1,095 1.4 
Japan 955 1.2 
Other Asia Pacific 2,290 3.0 21412 2aG 
Total Asia Pacific 3,245 4.2 3,207 4.0 
Total Middle East & Africa 635 0.9 549 0.7 


ee 


Total $76,300 


100.0% $80,250 100.0% 


a  — 


Individual countries are indicated where assets exceed 1% of total earning assets. ' ‘Canada"’ includes all Canadian 
dollar assets booked in Canada. 1983 figures are at September 30; 1982 figures are at October 31. 


Table 10 


The degree of international lending to spe- 
cific countries and the level of lending to 
developing countries in general are issues that 
have also generated a great deal of discussion. 

Table 10 presents the Bank’s total earning 
assets broken down according to the income 
classification of the country of the borrower, or 
if the loan is guaranteed, by the country of the 
guarantor. The Bank’s assets located in indus- 
trialized countries, which includes Canadian 
operations, represent 85.5% of our global 
business. Countries with centrally-planned 
economies represent 0.9% of our total port- 
folio, while oil-exporting countries make up 
1.7%. Loans to developing countries form 
11.9% of our world-wide portfolio. 

The Royal’s exposure to developing coun- 
tries compares favourably with other major 
international and North American banks. Fur- 
thermore, it is important to note that within 
that group of countries, the Royal’s business 1s 
highly concentrated in the stronger of the 
developing countries, largely due to our exten- 
sive branch network in the Caribbean. This 
sector is almost entirely locally funded, is 
profitable and is also considered to be rela- 
tively low-risk business. Assets resident in the 
lower middle income and low income devel- 
oping countries total less than $1 billion, or 
1.4%, of the Bank’s total earning assets. 

Table 9 provides a breakdown of our total 
loan portfolio for the last two years. Amounts 
outstanding to any country which exceed 1% 
of total Bank earning assets are disclosed. The 


Distribution of Assets by Country 1983 
Development Classification 

($ Billions) 

Industrialized Countries $65.2 
Centrally-Planned Countries 0.7 
Oil-Exporting Countries 1.3 


Developing Countries: 
High Income 
Upper Middle Income 
Intermediate Middle Income 
Lower Middle Income 
Low Income 
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Total Earning Assets $76.3 


economic difficulties experienced by the major 
borrower nations of Brazil and Mexico have 
been extensively reported in the news media. 
Table 9 sets out the Bank’s lending to each of 
these countries in dollar terms and as a pet- 
centage of earning assets. 

The combination of slow growth, high inter- 
est rates and weak export prices and volumes 
has had a particularly dramatic effect on the 
ability of these countries to meet debt servicing 
and repayment obligations. However, there is 
evidence that the financial condition of these 
resource-rich borrowers has begun to 
strengthen. The recent and noticeable 
improvement in world-wide economic condi- 
tions has allowed some firming of commodity 
prices and higher volumes of trade. In 
addition, interest rates, which have declined 
significantly from previous peak levels, are 
stabilizing at lower levels. These improved 
conditions, combined with an increased 
discipline in the area of domestic economic 
policies will, we believe, allow each of the 
above countries eventually to meet their loan 
obligations. 


Per Cent 1982 Per Cent 
85.5% $69.5 86.6% 

0.9 0.8 1.0 
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100.0% $80.3 100.0% 


a 


Based on International Bank for Reconstruction and Development Classifications of Per Capita Income. 
1983 figures are at September 30, 1982 figures are at October 31. 


Table 11 


Capital Funds 1983 1982 
As at October 31 

($ Millions) 

Common Equity $2,549 $2,428 
Appropriations for Contingencies 100 101 
Total Common Shareholders’ 

Equity 2,649 220 
Convertible Preferreds 510 210 
Straight Preferreds 140 144 
Total Equity 3,299 2,883 
Convertible Debentures 360 360 
Total Equity & Equity Equivalents 3,659 3,243 
Subordinated Debentures 159 761 
Total Capital Funds $4,418 $4,004 
Assets to Total Equity Ratio 2a de’ 30.7:1 
Assets to Total Capital Funds 

Ratio 19.2:1 Ze 


*Includes exchangeable capital of subsidiaries. 


1981 1980 1979 
$2,293 $1,942 $1,540 
258 213 212 
2551 2,155 1,752 
150 154* 159* 
2,/01 2,309 1,911 
100 fish ros 
2,801 2,309 1,911 
679 682* 520 
$3,480 $2,991 $2,431 
31.6:1 26.6:1 262521 
24571 20.6:1 20:91. 


Capital Funds Management 


The total of the Bank’s capital funds is com- 
prised of common shareholders’ equity, pre- 
ferred shareholders’ equity, appropriations for 
contingencies and long-term subordinated 
debentures. 

In broad terms, the role of capital 1s to 
maintain the full confidence of depositors, 
creditors and shareholders in the integrity and 
stability of a bank. An adequate capital base 
also ensures the capacity to absorb any unusu- 
ally severe setback which might otherwise 
impair a bank’s ability to continue operating 
as a going concern. Capital also provides the 
funds needed to acquire the physical assets — 
branch facilities, computers — necessary to 
conduct the business of banking. Finally, 
growth in capital funds is a prerequisite to 
continuing expansion of credit and other 
banking services. 

A primary objective of management is to 
provide the common shareholders of the Bank 
with an acceptable return on their investment. 
Supplementing the common shareholders’ 
investment with long-term debt and preferred 


shares 1s an effective means of helping to 
achieve this goal. Capital funds management 
involves balancing the long-term safety and 
growth needs of the Bank with the return on 
investment expectations of the shareholders. 
As illustrated in Table 11, total Capital 
Funds reached $4,418 million at October 31, 
1983. During the year, a $300 million issue of 
First Preferred Shares Series B with warrants to 
purchase Common Shares was well received by 
the marketplace. A further $95.5 million in 
common equity was raised through the Bank’s 
Shareholder Dividend and Share Purchase 
Plan, a welcome indication of shareholders’ 
confidence in the future prospects of their 
Bank. Approximately $49.7 million of the 
$95.5 million was the result of dividend rein- 
vestment and stock dividend options whereby 
shareholders acquire new shares at 95% of 
market value. Table 11 also provides the capi- 
tal ratios which are traditionally employed 
when evaluating banks’ capital adequacy. 


Table 12 


Change in Capital Balances 1983 1982 1981 
For the Year Ended October 31 
($ Millions) 
Net Income $480.0 $357.6 $478.2 
Excess of loss experience on loans 

over provision for loan losses (319.7) (35926) (32.9) 
Income tax credit on transfer to 

appropriations for contingencies 86.0 94.0 35.7 
Other — 21.4 _ 
Capital from Operations 246.3 137.4 481.0 
Less Dividends (218.0) (201.4) (147.9) 
Internally Generated Capital 28.3 (64.0) 33 del 
Other Sources of Capital: 
Common Stock 95.5 43.6 61.7 
Preferred Stock 291.7 203.0 150.8 
Debentures (1.8) 341.9 185.1 
Total Increase in Capital $413.7 $524.5 $730.7 


Table 13 
SE AER TEL EE re 
Capital Ratios 1983 1982 1981 1980 1979 
As at October 31 
($ Millions) 
TTT I a $= lene 
Total Assets $84,682 $88,456 $85,359 $61,482 $50,676 
Letters of Credit & Guarantees 3,595 3,421 3,409 2,479 1,934 
Less Investment in Associated 

Corporations (20% -50% owned) (95) (83) (75) (98) (91) 
Gross Assets $88,182 $91,794 $88,693 $63,863 $52,519 
Primary Capital: 
Common Shareholders’ Equity $ 2,549 $ 2,428 $ 2,293 $ 1,942 $ 1,540 
Permanent Preferred Shares 300 -- — = BO 
Appropriations for Contingencies 100 101 258 243 212 
Less Investment in Associated 

Corporations (20% -50% owned) (95) (83) (75) (98) (91) 
Minority Interests 5 Z 6 22 6 
Total Primary Capital $ 2,859 $ 2,448 $§ 2,482 $ 2,079 $ 1,667 
Secondary Capital: 
Other Preferred Shares (1) $ 350 $ 354 $ 150 $ 154 $ 159 
Bank Debentures (1) 856 950 559 729 488 
Total Secondary Capital $ 1,206 $ 1,304 $ 709 $ 683 $ 647 
Net Capital (Primary & Secondary) $ 4,065 $3, (2 $ 3,191 $ 2,762 $ 2,314 
Primary Capital Ratio 30.8:1 Be | Beak 30.721 51k 
Net Capital Ratio 21.721 2454 27.821 2a de 22. 


(1) Securities which are within five years of maturity are subject to straight line amortization to zero during their remaining term and, accordingly, are included 
above at their amortized value. 


In Table 12, we have provided a summary 
statement of changes in capital balances. As 
shown in the table, the Bank’s internal gener- 
ation of capital improved substantially in 
1983. However, it still has a long way to go 
before it again reaches acceptable levels. 

In 1983, the global economic recession 
which created difficult conditions for individ- 
ual and corporate clients alike resulted in 
abnormally high loan loss experience. As 
noted earlier, the full amount of loan losses in 
a given year is not charged to income in that 
same year. The charge to income (the provision 
for loan losses) is based on a five-year average 
tatio of actual loan losses to risk assets. The 
difference between the charge to income and 
actual losses in any year is, as shown in Table 12, 
charged directly to capital. 

During the past year the Inspector General 
of Banks, the regulatory authority governing 
banking operations in Canada, published 
guidelines respecting the capital adequacy of 
Canadian banks which, among other things, 
would require the addition of contingent lia- 
bilities such as letters of credit and guarantees 
to balance sheet assets for purposes of calcu- 
lating leverage ratios. In addition, these guide- 
lines call for a segregation of banks’ capital 
funds into primary and secondary capital com- 
ponents. 

Primary capital includes those elements of 
capital funds which are permanent, subordi- 
nate to other creditors and where, if necessary, 


Chart 11 


the related servicing costs may be constrained 
or eliminated. 

Secondary capital includes those instru- 
ments such as bank debentures and redeem- 
able preferred shares which, although subordi- 
nate to the rights of depositors, do not have all 
of the required primary capital properties. 
Also, during the final five years to maturity the 
face value of any such eligible capital com- 
ponents would be amortized on a straight line 
basis to determine the amount qualifying as 
secondary capital. 

Table 13 provides a five-year perspective of 
the Royal Bank’s capital ratios calculated on 
the basis of the Inspector General’s guidelines. 
As is evident, both the primary capital ratio 
and net capital ratio (primary plus secondary 
capital) have strengthened considerably in 
1983 due to a modest decline in gross assets 
during the year combined with strong overall 
growth in capital funds. 


LAR ENT CC Os PSY 


Capital Funds 
($ Millions) 


[Debentures 
L1Preferred Shares 
LC) common Equity 


Supplementary Financial Review 


Annual Domestic Highlights 1983 1982 1981 1980 1979 
(as a per cent of average assets) 


Net Interest Income 


(taxable equivalent basis) 3.41% 2.67% 2.95% 3.16% 3.39%. 
Provision for Loan Losses 55 46 .28 2) 23 
2.86 22k 2267 VIB 3.16 
Other Income .86 ia 65 .68 .68 
Si 2 2.92 332 3.59 3.84 
Non-Interest Expenses 2.44 2:35 QZ 2.69 2.76 
1.28 hy) 1.10 “90 1.08 
Income Taxes—Including Taxable Equivalent 
Adjustment .62 .30 28) AS oe 
Minority Interests - - .O1 .03 .04 
Return on Assets .66% 29% 54% 42% 51% 
Average Assets ($ Billions) $56.6 $56.0 $48.9 $36.5 $32.0 
Net Income ($ Millions) 374 162 262 154 162 


I Se = § em 


~ Annual International Highlights 1983 1982 1981 1980 1979 
(as a per cent of average assets) 


Net Interest Income 


(taxable equivalent basis) 1.65% 1.85% 2.26% 222 1-% 1.97% 
Provision for Loan Losses 47 .26 21 oy 23 
1.18 £59 2.0) 2.04 1.74 
Other Income 59 a7 74 0) pas) 
Lod 2.16 LAS 2.69 2A] 
Non-Interest Expenses 1.19 113 120 1.06 90 
58 1.03 159 1.63 17 
Income Taxes—Including Taxable Equivalent 
Adjustment Dae 43 arn 0p .64 
Minority Interests —_ — — ~ .03 
Return on Assets | 35% 60% 88% 98% 0% 
Average Assets ($ Billions) $30.1 $32.5 $24.6 $19.8 $14.2 
Net Income ($ Millions) 106 196 216 194 128 


a 


Quarterly Domestic Highlights 1983 1982 
(as a per cent of average assets) 


Dine Tentermet Te ln 
Net Interest Income 


(taxable equivalent basis) 3.085 3.46%) 3.52%: 507%. 43-03% 2.71% =. 2:68%'* 225% 
Provision for Loan Losses 47 51 .65 ay .60 45 49 ad 


3.21 295 2.87 2.50 2.43 2.26 ZoLo 1.94 


Other Income 92 .88 .87 .80 76 ae wi: .65 
4.13 3.83 3.74 3.30 3,19 2:9] 2.92 oy 
Non-Interest Expenses 2.59 2.48 2.44 2.34 2.41 2:32 2.48 252 
1.54 1.35 1.30 .96 lee: 65 44 47 
Income Taxes—Including Taxable Equivalent 
Adjustment 74 .63 65 .48 40 33 22 .24 
Return on Assets .80% 2 .65% .48% 38% 32% 22% 23% 
Average Assets ($ Billions) $56.2 $56.4 $55.9 $56.8 $56.8 $56.9 $54.9 $55.6 
Net Income ($ Millions) 113.2 102.9 88.5 69.1 54.9 45.8 29.1 B20) 


Quarterly International Highlights 1983 1982 
(as a per cent of average assets) 


Q4 Q3 Q2 Qi Q4 Q3 Q2 Ql 
ee i | 
Net Interest Income 

(taxable equivalent basis) 1.25% 1.68% 1.84% 1.76% 2.02% 1.80% 1.78% 1.80% 
Provision for Loan Losses 44 64 41 39 .18 .34 .28 Dd 

81 1.04 1.43 1.3/7 1.84 1.46 1.50 15>) 

Other Income 54 .62 58 .60 .68 47 ope OE) 

1.35 1.66 2.01 1.97 232 193 2.02 2.14 
Non-Interest Expenses 127 1.19 1.19 1.15 LEZ | Wy 1.09 1.09 
EST Se eeu eo eo me io ee ee A uae et ain and ee eae ee ae 

13 47 .82 .82 bod 81 93 1.05 

Income Taxes—Including Taxable Equivalent 

Adjustment (.05) 22 40 .28 62 38 26 44 
Minority Interests = .O1 = = = = = 2 
eS Ps ce TS SES TS aS pa mm a SAP ra cee eee ee eee ee 
Return on Assets 18% .24% 42% 54% 69% 43% .67% 61% 
ne ee a 
Average Assets ($ Billions) $29.1 $29.7 $30.8 $31.6 $32.1. $3277 -- $34.2. $31.2 
Net Income ($ Millions) 13.5 18.3 31.2 43.3 55.8 D2 56.2 48.2 


Consolidated Statement of Income 


Year Ended October 31 
($ Thousands) 


Interest Income 
Loans 

Lease financing 
Securities 

Deposits with banks 


Interest Expense 
Deposits 

Bank debentures 
Other 


Net Interest Income 
Provision for loan losses 


Net Interest Income After 
Provision for Loan Losses 
Other Income 


Net Interest and Other Income 


Non-Interest Expenses 

Salaries 

Pension and other staff benefits 

Premises and equipment, including 
depreciation 

Other 


Net Income Before Income Taxes 
Income taxes 


Net Income Before Minority Interests 
Minority interests in subsidiaries 


Net Income 


Income per Share 
Basic 
Fully diluted 


1983 


$7,008,683 
71,093 
663,882 
1,138,627 
8,882,285 
6,513,404 
126,699 
39,318 
6,679,421 
2,202,864 
452,000 
1,750,864 
667,037 
2,417,901 
976,905 
98,129 


273,264 
397,459 


1,745,757 


672,144 
191,000 


481,144 
1,151 


1982 


1981 


$9,360,648 $8,193,495 


75,426 
788,414 
1,860,323 
12,084,811 
10,150,744 
128,506 
40,293 
10,319,543 
1,765,268 
344,000 
1,421,268 
582,874 
2,004,142 
944,545 
91,516 


255,852 
381,961 


1,673,874 


330,268 


(28,000) 


358,268 
620 


41,316 
776,790 
17585092 
10,750,400 
8,952,226 
71,659 
14,780 
9,038,665 
EB eS) 
185,601 
1,526,134 
500,410 
2,026,544 
783,894 
78,668 


203,029 
318,425 


1,384,016 


642,528 
160,219 


482,309 
4,133 


1980 


1979 


$5,006,165 -$3,649,193 $2,532,891 


395728 
613,836 
1,114,410 
6,768,189 
5,350,810 
49,476 
Pillow} 
5,410,025 
1,358,164 
124,430 
1,233,734 
377,647 
1,611,381 
664,310 
73,783 


176,886 
274,650 


1,189,629 


421,752 
60,876 


360,876 
12,844 


22,069 
501,004 
640,722 
4,812,988 
3,601,352 
44,894 
4,857 
3,651,103 
1,161,885 
106,021 
1,055,864 
321,292 
1,377,156 
575,217 

64,780 


E797) 
212,963 


1,010,935 


366,221 
60,557 


305,664 
1D 


$ 479,993 $ 357,648 $¢ 478,176 $ 348,032 $ 289,691 


$5.03 
$4.58 


$3.87 
$3.68 


$5.75 
$5.71 


$4.74 
$4.74 


$3.96 
$3.96 


(ET Te Le Le Li RE Re 


1978 1977 
$2.071-257 

21,089 9,387 
320,344 244,808 
364,927 262,181 
3,239,251 2,587,633 
2,095,151 1,626,124 
33,764 27,933 
4,628 5,072 
2,133,543 1,659,129 
1,105,708 928,504 
96,544 83,710 
1,009,164 844,794 
270,480 244,747 
1,279,644 1,089,541 
493,650 443,714 
54,059 49,055 
151,387 132,747 
180,492 159,562 
879,588 785,078 
400,056 304,463 
135,651 114,289 
264,405 190,174 
3,300 2,218 

# 261,105 $ 187,956 
$3.57 $2.57 
$3.57 $2.57 


SS 


Consolidated Statement of Assets and Liabilities 


PB Fe TI a RAT SEAN hE ALOE OER RE MELE SPST BON Da SA NY LA IO ELEN AR BURSA OEE 2 EO SA LST PMO SES REET ACW EDP A MRR RE 
As at October 31 1983 1982 1981 1980 1979 1978 1977 
($ Thousands) 
As«1 5 i i i is lili 
Cash resources $13,001,831 $15,018,402 $15,851,527 $11,141,883 $ 9,752,064 $ 7,463,315 $ 6,565,099 
Securities 7,356,747 6,794,565 7,346,426 6,567,092 6,103,886 4,674,358 3,478,874 
Loans 58,066,890 60,284,459 57,131,133 40,805,248 32,713,333 26,977,407 23,066,315 
Customers’ liability under 

acceptances 3,928,158 3,471,826 2,414,937 1,451,068 934,171 498,963 365,019 
Land, buildings and equipment 915,205 861,271 810,266 732,806 621,170 543,774 478,413 
Other assets 1,412,992 2,025,469 1,805,163 784,014 550,963 445,237 321,439 
Total Assets $84,681,823 $88,455,992 $85,359,452 $61,482,111 $50,675,587 $40,603,054 $34,275,159 
Deposits: 

Payable on demand $ 7,985,266 $ 6,958,361 $ 7,048,266 $ 7,174,200 $ 6,044,284 $ 6,241,106 $ 5,183,165 

Payable after notice 18,102,661 16,115,476 13,753,780 = 11,694,397 9,522,806 8,291,186 7,579,935 

Payable on a fixed date 48,301,281 55,331,625 56,063,342 36,964,587 31,007,746 23,032,064 19,111,274 

74,389,208 78,405,462 76,865,388 55,833,184 46,574,896 37,564,356 31,874,374 

Acceptances 3,928,158 3,471,826 2,414,937 1,451,068 934,171 498,963 365,019 
Advances from Bank of Canada 76,000 oe ~ — — — — 
Other liabilities 1,865,393 2541865 2,592,699 1,272,168 729,668 624,812 434 227 
Minority interests 

in subsidiaries 4,786 2,249 6,305 176,230 164,656 14,607 8,887 
Subordinated debt— 

bank debentures 1,119,413 A 12h 212 779,325 594,226 519,559 413,666 353,891 


81,382,958 85,572,612 82,658,654 59,326,876 48,922,950 39,116,404 33,036,398 


Capital and Reserves 


Appropriations for 
contingencies 100,197 100,894 257,800 213,180 212,163 129,914 64,270 
Shareholders’ equity: 
Capital stock—Preferred 649,820 354,038 150,285 — — — = 
—Common 629,152 84,833 82,843 80,243 73,181 73,181 73,181 
Contributed surplus = 451,965 407,872 348,125 192,762 192,762 192,762 
Retained earnings 1,919,696 1,891,650 1,801,998 1,513,687 1,274,531 1,090,793 908,548 


3,298,865 2883, 380-23 70097 985521 9,2 3) P2637 1,486,650 1,238,761 


a ______——————————————— 


Total Liabilities, 
Capital and Reserves $84,681,823 $88,455,992 $85,359,452 $61,482,111 $50,675,587 $40,603,054 $34,275,159 


Selected Statistical Data 


Seven-Year Analytical Review 


Revenue and Expenses as a Per Cent 
of Average Total Assets 
Average Total Assets ($ Millions) 


Net Interest Income 
(Taxable Equivalent Basis) (1) 
Provision for Loan Losses 
Other Income 
Non-Interest Expenses 
Income Taxes—Including Taxable 
Equivalent Adjustment 
Minority Interests 


1983 


$86,693 


2.80% 
52 
So 

2.01 


Return on Assets 


Share Information: 
Shares Outstanding (thousands) (2) 
Earnings per Share—Basic (3) 
Dividends 
Share Price (4) High 
Low 
Close 
Book Value (5) 
Price/ Earnings Ratio (6) 
Dividend Yield (7) 


Other Information: 

Deposit to Capital Ratio (8) 
Return on Equity (9) 
Number of Shareholders (10) 
Number of Employees (11) 
Number of Branches 


1982 


$88,532 


2.37% 
139 
.66 

189 


39,737. 
1,568 


Notes to Selected Statistical Data: 


(1) 


(2) 
(3) 
(4) 


1981 1980 1979 1978 1977 
$73,488 $56,260 ~ $46,173 $37,325 $31,709 
2.72% 2.82% 2.95% 3.14% 3.04% 
25 22 23 26 26 
68 OT 70 a2 TT 
£88 2-11 2.19 2.36 2.47 
61 ey) 56 53 48 
01 02 04 01 01 
65% 62% 63% 70% 59% 
81,710 73,402 73,180 73,180 73,180 
$ 5.75 4.74 $ 3.96 $ 3.57 $257. 
¢ 1.70 $ 1.26 $ 1.09 Gores $69 
$32.25 $276.75 $23.38 $19.00 $14.31 
$24.13 $17.94 $16.88 $12.19 $11.38 
$25.75 $26.75 $18.69 $17.50 $12.38 
$30.79 $26.86 $23.95 $20.31 $16.93 
4.9 4.8 el 4.4 5.0 
6.0% 5.5% 5.4% 5.0% 5.4% 
22104 20.3:1 20.5:1 19.8:1 20.1:1 
20.0% 17.8% 17.9% 19.2% 16.1% 
47,587 38,463 32,058 31,503 32,276 
38,953 37,034 36,507 35,660 35,335 
1,574 1,592 1,604 1,600 1,595 


These figures have been adjusted to a taxable 
equivalent basis to recognize income from tax- 
exempt soutces of the following amounts: 


($ Millions) 
1977 35.8 
1978 65.9 
1979 197.9 
1980 230.2 
1981 286.7 
1982 Byes hae 
1983 224.8 


Weighted daily average of equivalent fully-paid 
common shares outstanding. 

Net Income less preferred share dividends divided 
by average shares outstanding. 

High and low price of common shares traded on 
the Toronto Stock Exchange during the fiscal year 


and the closing price on the last trading day of 
October. 


6) 


(6) 
(7) 
(8) 


(9) 


Common Shareholders’ Equity plus Appropri- 
ations for Contingencies divided by common 
shares outstanding at October 31. 

Average of high and low common share price 
divided by earnings per share. 

Dividends per common share divided by the 
average of high and low shate price. 

Total deposits to total capital on October 31. 
Total capital includes Shareholders’ Equity, 
Appropriations for Contingencies and Bank 
Debentures. 

Net Income after taxes less preferred share divi- 
dends divided by average of monthly common 
Shareholders’ Equity plus Appropriations for 
Contingencies. 


(10) Total Royal Bank common shareholders at 


October 31. 


(11) Full Time staff of The Royal Bank of Canada on 


October 31. 


Quarterly Perspective 


Year 


1982 


1982 


Fiscal 
Quarter 


I 
II 
I 
IV 


Full Year 


I 


Net Interest 
Income (Taxable 
Equiv. Basis) 


$ 456.1 
506.8 
536.8 
596.8 


$2,096.5 


(in millions except per share) 


$162.4 $ 426.8 


1983 


1983 


I 
Il 
IV 


Full Year 


$ 579.0 
617.4 
617.8 
613.4 


$2,427.6 


Chart 12 


Provision Other Non-Interest 
For Loan Income Expenses 
Losses 
$ 63.0 $138.2 $ 383.4 
89.0 14122 422.2 
92.0 140.0 425.0 
100.0 163.5 4433 
$344.0 $582.9 $1,673.9 
$113.0 
119.0 162.2 420.8 
1210 NANG) 441.7 
99.0 170.4 456.5 
$452.0 $667.0 $1,745.8 


Net Earnings Dividends 
Income Per Share Per Share 
$ 80.7 $ .88 $ .50 

85.3 92 0 

81.0 .86 .50 

110.6 vA 50 
$357.6 $3.87 $2.00 
$112.4 $122 $ .50 

119.7 1528 0 

WA 1224 50 

2G 1.29 0 
$480.0 $5.03 $2.00 


BLESS APE LAN WH TSN ELT IIE ET PEAT 
Royal Bank Share Price 


and Earnings Per Share 


$50 — Share Price 


Earnings Per Share $10 


Earnings Per Share iil 


Management’s Responsibility 
for Financial Reporting 


These financial statements were prepared by the 
management of The Royal Bank of Canada. While 
the form of the financial statements and the 
accounting policies to be followed are stipulated in 
the Bank Act and related rules issued by the 
Inspector General of Banks, many amounts must 
of necessity be based on the best estimates and 
judgments of management. 

In discharging its responsibility for the 
integrity and fairness of the financial statements 
and for the accounting systems from which they 
are derived, management maintains the necessary 
system of internal controls designed to provide 
assurance that transactions are authorized, assets 
are safeguarded and proper records maintained. 
These controls include quality standards in hiring 
and training of employees; written policies and 
procedures manuals; a written corporate code of 
conduct and accountability for performance 
within appropriate and well-defined areas of 
responsibility. 

The system of internal controls is further 
supported by an inspection staff which conducts 
periodic inspections of all aspects of the Bank’s 
operations. In addition, the Bank’s Chief Inspector 
has full and free access to the Audit Committee of 
the Board of Directors which oversees manage- 
ment’s responsibilities for financial reporting. The 
Audit Committee is composed entirely of directors 
who are neither officers nor employees of the Bank. 


Auditors’ Report 


To the Shareholders, 
The Royal Bank of Canada 


We have examined the consolidated statement of 
assets and liabilities of The Royal Bank of Canada 
as at October 31, 1983 and the consolidated 
statements of income, appropriations for con- 
tingencies and changes in shareholders’ equity for 
the year then ended. Our examination was made in 
accordance with generally accepted auditing stan- 
dards, and accordingly included such tests and 
other procedures as we considered necessary in the 
circumstances. 

In our opinion these consolidated financial 
statements present fairly the financial position of 
the Bank as at October 31, 1983 and the results of 


The Inspector General of Banks, at least once 
a year, makes such examination and enquiry into 
the affairs of the Bank as he feels necessary to 
satisfy himself that the provisions of the Bank Act, 
having reference to the safety of the depositors and 
shareholders of the Bank, are being duly observed 
and that the Bank is in a sound financial condi- 
tion. 

Touche Ross & Co. and Deloitte Haskins & 
Sells, the independent auditors appointed by the 
shareholders of the Bank, have examined our 
financial statements in accordance with generally 
accepted auditing standards and their report fol- 
lows. The shareholders’ auditors have full and free 
access to the Audit Committee to discuss their 
audit and their findings as to the integrity of the 
Bank’s financial reporting and the adequacy of the 
system of internal controls. 


ROWLAND C. FRAZEE, 
Chairman and 
Chief Executive Officer 


A. R. TAYLOR: 
President and 
Chief Operating Officer 


its operations for the year then ended in accordance 
with accounting principles prescribed by the Bank 
Act applied on a basis consistent with that of the 
preceding year. 


TOUCHE ROSS & CO. 
DELOITTE HASKINS & SELLS 
Chartered Accountants 


Montreal, December 5, 1983 


Financial 
Statements 


Consolidated Statement of Income 


(in thousands of dollars) Year Ended Year Ended 
October 31, October 31, 
1983 1982 
Interest Income Ren =~ ES 
Loans $7,008,683 $ 9,360,648 
Lease financing 71,093 75,426 
Securities 663,882 788,414 
Deposits with banks 1,138,627 1,860,323 
8,882,285 12,084,811 
Interest Expense 
Deposits 6,513,404 10, 150,744 
Bank debentures 126,699 128,506 
Other 39,318 40,293 
6,679,421 10,319,543 
Net Interest Income 2,202,864 1,765,268 
Provision for loan losses 452,000 344 000 
Net Interest Income After Provision 
for Loan Losses 1,750,864 1,421,268 
Other income 667,037 582,874 
Net Interest and Other Income 2,417,901 2,004, 142 
Non-Interest Expenses 
Salaries 976,905 944,545 
Pension and other staff benefits 98,129 91,516 
Premises and equipment, including 
depreciation 273,264 2595852 
Other 397,459 381,961 
1,745,757 1,673,874 
Net Income Before Income Taxes 672,144 330,268 
Income taxes (note 2) 191,000 (28,000) 
Net Income Before Minority Interests 481,144 358,268 
Minority interests in subsidiaries 151 620 
Net Income $ 479,993 357,648 
Income per Share (note 3) 
Basic $5.03 $3.87 
Fully diluted $4.58 $3.68 


Consolidated Statement of Assets and Liabilities 


(in thousands of dollars) 


October 31, 
1983 


Assets 


Cash Resources 

Cash and deposits with Bank of Canada 
Deposits with other banks 

Cheques and other items in transit, net 


Securities (note 4) 

Issued or guaranteed by Canada 
Issued or guaranteed by provinces and 
municipal or school corporations 

Other securities 


Loans 

Day, call and short loans to investment 
dealers and brokers, secured 

Loans to banks 

Mortgage loans 

Other loans (note 5) 


Other 

Customers’ liability under acceptances 
Land, buildings and equipment (note 6) 
Other assets (note 7) 


October 31, 
1982 


$ 1,503,749 
11,466,036 
32,046 


13,001,831 


3,120,621 


101,828 
4,134,298 


7,356, 747 


689,455 
1,815,474 
853195709 

47,186,222 


58,066,890 
3,928, 158 
915,205 
1,412,992 
6,256,355 


$84,681,823 


$ 1,757,933 
13,171,518 
89,349 


15,018,402 


2,426,363 


61,033 
4,307,169 


6,794,565 


630,288 
1,491,160 
7,448,387 

50,714,624 


60,284,459 
3,471,826 
861271 
2,025,469 
6,358,566 


$88,455,992 
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(in thousands of dollars) October 31, October 31, 
1983 1982 
Liabilities Deposits (note 8) 
Payable on demand $ 7,985,266 $ 6,958,361 
Payable after notice 18,102,661 16,115,476 
Payable on a fixed date 48,301,281 Da a O2D 
74, 389, 208 78,405,462 
Other 
Advances from Bank of Canada 76,000 = 
Acceptances 3,928,158 3,471,826 
Liabilities of subsidiaries other 
than deposits (note 9) 339,820 346,554 
Other liabilities (note 10) 1,525,573 2,225,309 
Minority interests in subsidiaries 4,786 2,249 
5,874,337 6,045,938 
Subordinated Debt 
Bank debentures (note 11) 1,119,413 (NS a Wo Ae Be 
Capital and Reserves 
Appropriations for contingencies 100, 197 100,894 
Shareholders’ equity: 
Capital stock (note 12) 1,278,972 438,871 
Contributed surplus = 451,965 
Retained earnings 1,919,696 1,891,650 
3,298,865 2,883,380 
$84,681,823 $88,455,992 


ROWLAND C. FRAZEE, 


Chairman and Chief Executive Officer 


A. R. TAYLOR, 


President and Chief Operating Officer 


DDO 


Consolidated Statement of 
Appropriations for Contingencies 


(in thousands of dollars) Year Ended Year Ended 
October 31, October 31, 
1983 1982 
Balance at Beginning of Year 
(all tax-deductible) $ 100,894 $ 257,800 
Loss experience on loans (771,697) (679,550) 
Provision for loan losses included in the 
Consolidated Statement of Income 452,000 344,000 
Transfer from Retained Earnings 319,000 178,644 


Balance at End of Year (all tax-paid in 1983; 
all tax-deductible in 1982) $ 100,197 $ 100,894 


Consolidated Statement of 
Changes in Shareholders’ Equity 


(in thousands of dollars) Year Ended Year Ended 
October 31, October 31, 
1983 1982 
Capital Stock 
Balance at Beginning of Year $ 438,871 $ 233,128 
Issue of first preferred shares series B 300, 000 - 
Issue of convertible second ; 
preferred shares series A = 210,000 
Issue of common shares 95,486 1,990 
First preferred shares series A purchased 
for cancellation (4, 218) (6,247) 
Transfer from Contributed Surplus (note 12) 448,833 
Balance at End of Year $1,278,972 $ 438,871 
Contributed Surplus 
Balance at Beginning of Year $ 451,965 $ 407,872 
Proceeds received in excess of the par 
value of common shares issued (note 12) - 41,605 
Gain on first preferred shares series A 
purchased for cancellation 814 2,488 
Transfer to Capital Stock (note 12) (448, 833) - 
Transfer to Retained Earnings (note 12) (3,946) 2, 
Balance at End of Year $ - $ 451,965 


OT jij‘ a x 
Retained Earnings 
Balance at Beginning of Year $1,891,650 $1,801,998 


Prior period foreign currency 


translation adjustment - 21,419 
Net income for the year 479,993 357,648 
Dividends — first preferred series A (10,681) (11,039) 

— first preferred series B (9,967) = 

— second preferred series A (23, 100) (22,197) 

— common (174, 236) (168,228) 
Transfer to Appropriations for Contingencies (319,000) (178,644) 
Income taxes related to the above transfer (note 2) 86,000 94,000 
Expenses of share issues net of income taxes (note 2) (4,909) (3,307) 
Transfer from Contributed Surplus (note 12) 3,946 = 
Balance at End of Year $1,919,696 $1,891,650 


Notes to the Financial Statements 


(all tabular figures are in thousands of dollars) 
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1. Significant Accounting Policies 


The consolidated financial statements of The Royal Bank of 
Canada are prepared in accordance with accounting principles 
prescribed by the Bank Act and the related rules issued by the 
Inspector General of Banks under the authority of the Minister of 
Finance. These regulations require the Bank to carry its assets and 
liabilities on the historical cost basis and to follow the accrual 
method of accounting. 


The accounting principles followed in determining Net 
Income conform in all material respects with accounting 
principles generally accepted in Canada except for (i) the deferral 
of gains and losses on the disposal of debt securities and (ii) the 
accounting for losses on loans. 

The significant accounting policies of the Bank are 
summarized below: 


Basis of Consolidation 


The consolidated financial statements include the assets and 
liabilities and results of operations of all subsidiaries after 
elimination of intercompany transactions and balances. The Bank 
accounts for the acquisition of subsidiaries using the purchase 
method; any difference between the cost of the investment and the 
fair value of assets acquired is amortized over appropriate periods 
varying from 5 to 40 years. 

Investments in associated corporations (corporations owned 
between 20% and 50%) are accounted for using the equity 
method. The Bank’s share of earnings of these associated 


Translation of Foreign Currencies 


Assets and liabilities denominated in foreign currencies are 
translated into Canadian dollars at rates prevailing on the balance 
sheet date; income and expenses are translated at prevailing 
quarter-end rates. 

Foreign exchange positions are hedged as much as practicable 


Securities 


Securities include both investment account and trading account 
securities. 

Investment securities are carried at amortized cost. Premiums 
and discounts are amortized to income on the yield method over 
the period to maturity of the related securities. Gains and losses 
realized on disposal of debt securities other than Treasury Bills are 
deferred and amortized to income over five years. Gains and losses 


corporations and gains and losses realized on dispositions of 
investments in associated corporations are included in income 
from securities. 

As required by the Bank Act, a listing of subsidiaries, 
associated corporations and other corporations in which the Bank 
owns in excess of 10% of the voting shares is shown in note 17; 
separate condensed Statements of Assets and Liabilities and 
condensed Statements of Income for Royal Bank Mortgage 
Corporation and RoyLease Limited are included in note 16. 


by forward exchange contracts. Any gain or loss on the unhedged 
foreign exchange position at the end of each quarter as well as 
realized gains and losses on foreign exchange transactions are 
included in “Other income”’. 


realized on disposal of other investment securities and 
write-downs to reflect permanent impairment in value are 
included in income in the year in which they occur. 

Trading account securities are carried at estimated current 
market value. Gains and losses realized on disposal and unrealized 
valuation adjustments are included in income in the year in which 
they occur. 


Loans 


Loans are stated net of unearned interest and specific provisions 
established to recognize anticipated losses. Aggregate specific 
provisions for losses on loans are increased by new specific 
provisions (the ‘Loss experience on loans’’) and reduced by loan 
write-offs net of recoveries. 

The “Loss experience on loans’’ is charged to “Appropriations 
for contingencies”. The ‘Provision for loan losses’ (based upon a 
formula prescribed by the Minister of Finance designed to average 
the loss experience over a five-year period) is charged to income 
and credited to “Appropriations for contingencies”. 

Loans are placed on a nonaccrual basis whenever (a) there is 
doubt regarding the collectibility of principal or interest or 
(b) when payment of interest is ninety days past due unless 


management determines that the collectibility of principal and 
interest is not reasonably in doubt. Upon classification of a loan to 
a nonaccrual basis any previously accrued but unpaid interest 
thereon is reversed against income of the current period. In 
subsequent periods, amounts received on nonaccrual loans are 
only recorded as interest income when management has 
determined that the ultimate collectibility of the loan is no longer 
in doubt. 

Loan fees are included in income as received only where they 
relate to expenses incurred or services performed. Loan 
rescheduling fees and fees received which are in lieu of interest are 
deferred and amortized over the term of the loan. 


NN ————— 


Acceptances 

The Bank’s potential liability under acceptances is reported as a 
liability in the Consolidated Statement of Assets and Liabilities. 
The Bank’s recourse against the customer in the case of a call on 


these commitments is reported as an offsetting asset of the same 
amount. 


Land, Buildings and Equipment 


Land, buildings and equipment are reported at cost and are 
depreciated principally on the straight-line method over their 
estimated useful lives as follows: 


Buildings 20 to 50 years 
Computer equipment 6 years 
Furniture, fixtures and other equipment 7 to 10 years 


term of lease 
plus first option 
period 


Leasehold improvements 


Appropriations for Contingencies 


The Bank makes appropriations for contingencies with respect to 
possible unforeseen losses on loans (in addition to specific 
provisions for identifiable losses) through transfers from Retained 


Income Taxes 


The Bank follows the tax allocation basis of accounting under 
which income taxes on specific transactions are recorded in the 
periods in which the transactions are recognized for accounting 
purposes regardless of when the transactions are recognized for tax 
purposes. Deferred income taxes accumulated as a result of such 
timing differences are included either in “Other assets”’ or “Other 


Earnings. Of such transfers, the maximum amount which may be 
made on a tax-deductible basis is prescribed in regulations of the 
Minister of Finance. 


liabilities” as applicable. In addition, the Consolidated Statement 
of Income contains items which are non-taxable or non-deductible 
for income tax purposes. Such permanent differences cause the 
income tax provision to be different than it would be based on 
statutory rates. 


2. Income Taxes 1983 1982 
The total income taxes for the year are reported in the financial 
statements as follows: 
Statement of Income $191,000 $ (28,000) 
Statement of Retained Earnings — 

Transfer to appropriations for contingencies (86, 000) (94,000) 

Expenses of share issues (4,500) (3,250) 
Total Income Tax Expense (Credits) $100,500 $(125,250) 
The current and deferred income taxes are as follows: 
Current income taxes $ 75,807 $ 93,682 
Deferred income taxes 24,693 (218,932) 
Total Income Tax Expense (Credits) $100,500 $(125,250) 
Income taxes in the Statement of Income are at an effective rate 
less than the combined federal and provincial statutory income tax 
rate for the following reasons: 
Combined federal and provincial statutory income tax rate 48.9% 50.3% 
Increase (decrease) in rate resulting from: 

Tax exempt income from securities, primarily income 

debentures, term preferred shares and small 
business bonds (14.7) (50.5) 

Lower average tax rate applicable to foreign subsidiaries (3.8) (10.8) 

Other (2.0) QE5 
Effective income tax rate 28.4% (8.5)% 


3. Income per Share 


Basic Income per Share is after deducting preferred dividends and _ securities and exercise of all warrants outstanding as at the 


has been calculated on the average number of common shares beginning of each year or date of issue if later. For purposes of this 
outstanding. The average number of common shares outstanding _ calculation, adjustments have been made for the after-tax interest 
for the year ended October 31, 1983 was 86,768,525 on convertible debentures, the dividends on convertible preferred 
(1982 — 83,830,058). shares and an imputed after-tax return at an appropriate rate on 

Fully Diluted Income per Share has been calculated on the additional funds of $42,000,000 which would be received on the 
average number of common shares which would have been conversion of the second preferred shares series A. 


outstanding in each year assuming conversion of all convertible 


4. Securities Maturity 1983 1982 
a 
Within 1to3 3 to 5 5 to 10 Over 10 Carrying Estimated Carrying Estimated 
1 year years years years years Amount Market Value Amount Market Value 
Securities Issued or 
Guaranteed by 
Canada $2,428,949 $ 10 $122,311 $ 564,913 $ 4,438 $3,120,621 $3,118,741 $2,426,363 $2,420,706 


Provinces and municipal 

or school corporations 

in Canada 50,229 7,770 39,663 1,872 2,294 101,828 100,559 61,033 58,117 
Other Securities 


Debt Securities: 
Floating rate income 


debentures 122,968 128,114 85,860 61,483 126,589 525,014 525,014 747,786 747 ,786 
Floating rate small 

business bonds 1,975 110,882 307,309 - a 420, 166 420, 166 806,077 806,077 
Other 286,513 150,830 95,545 212,186 55,549 800,623 784,607 629,027 611,818 


Equity Securities: 
Floating rate term 


preferred shares 35,000 54,222 252,709 1,433,538 126,789 1,902,258 1,902,258 1,825,991 1,825,991 
Associated 

corporations 94,969* 94,969 94,969 82,975 82,975 
Other 391,268* 391,268 372,325 215,313 195,218 


$2,925,634 $451,828 $903,397 $2,273,992 $801,896 $7,356,747 $7,318,639 $6,794,565 $6,748,688 
OOOO 


*These securities have no stated maturity 


5. Other Loans 1983 1982 
Provinces and municipal or school corporations in Canada $ 290,532 $ 332,169 
Associated corporations 67,723 51,856 
Lease receivables 561,383 601,976 
Other loans in Canadian currency 25,701,116 28,993 ,490 
Other loans in foreign currencies 20,565,468 20-73 54335 


$47,186,222 $50,714,624 


6. Land, Buildings and Equipment 1983 1982 
Cost Accumulated Net Book Net Book 
Depreciation and Value Value 

Amortization 
Land $ 120,969 eto $120,969 $119,232 
Buildings 579,798 122,898 456,900 436,554 
Computer equipment 195,446 82,447 112,999 84,923 
Furniture, fixtures and other equipment 293,575 184,792 108,783 107 ,022 
Leasehold improvements 181,153 65,599 115,554 113,540 
$1,370,941 $455,736 $915,205 $861,271 


Depreciation and amortization expense for the year ended 
October 31, 1983 was $73,266,000 (1982 — $69,206,000). 


7. Other Assets 1983 1982 
Accrued interest $ 894,177 $1,189,531 
Unamortized past service 
pension contributions 53,640 59,360 
Deferred income taxes 58,666 79,364 
Goodwill 57,886 66,421 
Sundry, including accounts 
receivable 348,623 630,793 
$1,412,992 $2,025,469 


9. Liabilities of Subsidiaries other than Deposits 


These liabilities are subordinated in right of payment to claims of 
the depositors and certain other creditors of the respective 
subsidiaries. 


1983 1982 


RoyLease Limited 
Long-term notes payable 
in various amounts to 
1992 and bearing interest 
at rates from 574% 


to 114% $280,822 $287,239 
The Royal Bank of Canada 
(Curacao) N.V. 
734% DM 100,000,000 
bonds due 1990 46,620 48,493 
Other subsidiaries 12,378 10,822 
$339,820 $346,554 


8. Deposits 1983 1982 
Deposits by Canada $ 854,082 $ 696,078 
Deposits by provinces 463,697 764,979 
Deposits by banks 18,709,745 19,762,586 
Deposits by individuals 33,499,057 32,059,422 
Other deposits 20,862,627 25,122,397 

$74,389, 208 $78,405,462 


10. Other Liabilities 1983 1982 


Accrued interest $1,072,072 $1,593,789 

Accounts payable and 
accrued expenses 453,501 631,520 
$1,525,573 $2,225,309 


11. Bank Debentures 


The debentures are direct unsecured obligations of the Bank and 
are subordinated in right of payment to the claims of depositors 
and certain other creditors of the Bank. In accordance with the 


formula prescribed in the Bank Act, as at November 1, 1983 the 
Bank had the capacity to issue an additional $520,000,000 of 
debentures. 


1983 1982 
Maturity Rate 
February 15, 1984 8% Callable on or after February 15, 1982 $ 40,000 $ 40,000 
May 15, 1986 10% Callable on or after May 15, 1984 40,000 40,000 
June 1, 1986 9% 60,000 60,000 
April 7, 1987 (2) 123,270 1222550) 
June 1, 1987 9% 75,000 75,000 
December 1, 1987 thy cee 6) Callable on or after December 1, 1982 789 789 
April 1, 1988 94% (1) Callable on or after April 1, 1984 24,841 26,685 
February 15, 1989 10.40% 75,000 75,000 
November 15, 1990 (6)) 75,000 75,000 
April 15, 1991 7% (1) Callable on or after April 15, 1983 2,922 DO2 
July 22, 1991 12% (4) Convertible 100,000 100,000 
December 9, 1991 (5) Convertible, callable on or after 
December 10, 1986 260,000 260,000 
February 15, 1992: 9% (1) Callable on or after February 15, 1985 35,138 36,350 
May 15, 1994 10% (1) Callable on or after May 15, 1986 40,000 40,000 
December 1, 1994 10% Maturity on December 1, 1984 at the 
option of the holder and callable 
on or after that date 75,000 75,000 
May 22, 2000 11°54% (1),(6) —Callable on or after November 22, 1992 92,453 91,913 
$1,119,413 $1 12212 


Sy amie eg 


(1) Subject to sinking fund provisions. 

(2) The April 7, 1987 debentures are denominated in U.S. dollars and are carried at 
the Canadian equivalent of U.S. $100,000,000. These debentures bear interest 
at a tate equal to the average of the six months LIBOR. 

(3) The November 15, 1990 debentures bear interest at a rate of *& of 1% below the 
Bank’s average daily prime rate. 

(4) The July 22, 1991 debentures are convertible at the option of the holder prior to 
July 21, 1991 into common shares at a conversion price of $35 per common 
share. These debentures are also convertible at the option of the Bank on or after 


The aggregate sinking fund requirements and maturities of the 
Bank’s debentures assuming the earliest possible dates of maturity 
under the terms of issue are as follows: 


July 23, 1986 at a conversion price of $35 per common share if the common 
shares have traded at or in excess of certain weighted average prices. 

(5) Subject to the call provisions, the December 9, 1991 debentures are convertible 
at the option of the holder up to and including December 9, 1991 into common 
shares at a conversion price of $30 per common share subject to adjustment in 
certain events. The debentures bear interest at a rate of 15'4% to December 9, 
1983 and 1114% thereafter. 

(6) The May 22, 2000 debentures are denominated in U.S. dollars and are carried at 
the Canadian equivalent of U.S. $75,000,000. 


Within 1 year $ 43,341 
From 1 to 2 years 80,638 
From 2 to 3 years 112,009 
From 3 to 5 years 234,077 
From 5 to 10 years 579,967 
Over 10 years 69,381 

$1,119,413 
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12. Capital Stock 

Authorized Capital Stock - 

Preferred — 50,000,000 First Preferred Shares and 50,000,000 
Second Preferred Shares without nominal or par 
value, issuable in series; the aggregate consideration 
for which all the First Preferred Shares and all the 
Second Preferred Shares may be issued shall not 
exceed $1,250,000,000 in each case. 


Common — 250,000,000 shares without nominal or par value 
provided that the aggregate consideration shall not 
exceed $3 000,000,000. 


1983 1982 
TTT TT RR 
Number Amount Number Amount 

of Shares of Shares 


Outstanding Capital Stock — (in thousands) (in thousands) 


First Preferred — 
$1.88 Cumulative Redeemable 
First Preferred Shares Series A (1) 


Outstanding at beginning of year 5,762 $144,038 6,011 $150,285 
Purchased for cancellation 169 4,218 249 6,247 
Outstanding at end of year 5,593 139,820 5,762 144,038 
$1.45 First Preferred Shares Series B, Cumulative and 
Redeemable and Convertible when tendered with Common 
Share Warrants (2) 
Issued in June 1983 and outstanding at end of year 15,000 300,000 = = 
Second Preferred — 
$2.75 Cumulative Redeemable Convertible Second 
Preferred Shares Series A (3) 
Outstanding at beginning of year 8,400 210,000 = - 
Issued during the year - - 8,400 210,000 
Outstanding at end of year 8,400 210,000 8,400 210,000 
Common = 
Outstanding at beginning of year 84,833 84,833 82,843 82,843 
Issued during the year under the Shareholder Dividend 
and Share Purchase Plan 3,329 95,486 1,990 1,990 
Transferred from Contributed Surplus (4) 448, 833 = 
Outstanding at end of year 88,162 629, 152 84,833 84,833 
Total Outstanding Capital Stock $1,278,972 $438,871 


(1) The Bank has undertaken to purchase in each calendar quarter 48,000 of the First 
Preferred Shares Series A, if available, at prices not exceeding $25 per share. 
(2) 7,500,000 Common Share Warrants were issued in July 1983 to the holders of 


of the prevailing conversion price for a specified period, the Bank shall have the 
right, upon notice, to convert the Second Preferred Shares Series A into Common 
Shares at the prevailing conversion price. No additional payment will be required 


the First Preferred Shares Series B. Each Warrant entitles the holder to purchase 
one Common Share at a price of $40 on or prior to June 9, 1988, subject to 
adjustment in certain events. In addition, each Warrant gives the holder the 
option to tender two First Preferred Shares Series B, in lieu of cash, in return for 
one Common Share, subject to adjustment in certain events. After June 9, 1988 
the Bank will have the option to redeem the First Preferred Shares Series B at $21 
per share reducing by $0.20 per year until June 9, 1993 and thereafter at $20. 
The Bank may at any time purchase for cancellation First Preferred Shares Series 
B at a price per share, if purchased at any time on or prior to June 9, 1988, not 
exceeding $21 and, if purchased thereafter, at a price per share not exceeding the 
then applicable, above-mentioned redemption price. 


(3) Subject to the Bank’s right of conversion, the Second Preferred Shares Series A 


are convertible at the option of the holder up to and including December 8, 1988 
into one Common Share upon payment by the holder of $5, being a conversion 
price of $30 per Common Share, subject to adjustment in certain events. If, after 
December 8, 1984, the Common Shares have traded at a price in excess of 125% 


from the holders of Second Preferred Shares Series A so converted. However, 
during the notice period, a holder of Second Preferred Shares Series A will 
continue to have the right to convert, at his option, each Second Preferred Share 
Series A into one Common Share upon the payment of $5 per share converted. 
Commencing January 1, 1989, the Bank has undertaken to purchase in each 
calendar quarter 1% of the shares, outstanding as of December 10, 1988 if 
available, at prices not exceeding $25 per share. The Second Preferred Shares 
Series A are retractable at the option of the holder on or before November 9, 
1988 at a price of $28.75 per share. 


(4) On February 17, 1983, with the approval of the Minister of Finance, the 


authorized Common Shares of $1 par value were changed into Common Shares 
without nominal or par value. As a result of this change, $448,833 ,000 of 
Contributed Surplus arising from issues of Common Shares was transferred to 
Capital Stock and $3,946,000 of Contributed Surplus arising from purchases for 
cancellation of Preferred Shares was transferred to Retained Earnings. 


As at October 31, 1983, Common Shares were reserved for Number 
possible issuance as follows: (in thousands) 
— Under the Shareholder Dividend and Share Purchase Plan 24, 167 
— Upon conversion of the July 22, 1991 debentures 2,857 
— Upon conversion of the December 9, 1991 debentures 8,667 
— Upon conversion of the Second Preferred Shares Series A 8,400 
— Upon exercise of the Common Share Warrants 7,500 

be Mocs 


13. Pension Plan 


The Bank has an employee pension plan which is available to all 
employees after five years service or at age 25 on a contributory or 
a non-contributory basis. 

Total pension expense, which includes amortization of past 
service costs over the average future service lives of employees, 
aggregated $23,444,000 for the year ended October 31, 1983 
(1982 — $20,836,000). 


An actuarial valuation of the pension fund is performed at least 
every three years. As at January 1, 1983, the date of the latest 
valuation, the pension plan was fully funded. Unamortized past 
service pension contributions of $53,640,000 as at October 31, 
1983 (1982 — $59,360,000) are included in “Other assets” and 
are being charged to income over periods through to 1993. 


14. Commitments and Contingent Liabilities 


In the normal course of business the Bank undertakes various 
commitments and has contingent liabilities which are not 


Minimum future rental commitments for buildings under 
long-term non-cancellable leases for the next five years are: 


reflected in the financial statements. These include commitments 1984 $59,744 
to extend credit, forward foreign exchange contracts and 1985 56,540 
guarantees and letters of credit. Management does not anticipate 1986 50,705 
any material losses to result from these transactions. 1987 45,284 

Outstanding amounts in respect of guarantees and letters of 1988 38,837 


credit are as follows: Annual rental commitments after 1988 are in decreasing 


amounts. Rental expense for buildings for the year ended October 
31, 1983 was $90,212,000 (1982 — $88,541,000). 

Various legal proceedings are pending against the Bank and its 
subsidiaries. Management considers that the aggregate liability, if 
any, resulting from these proceedings will not be material. 


1983 1982 


Guarantees (including 
$20,300,000 to 
associated corporations, 


1982 — $42,904,000) $2,050,329 $1,729,985 
Letters of credit 1,545, 167 1,690,633 
$3,595,496 $3,420,618 


15. Domestic and International Operations 


not practicable to make a definitive division of its Domestic and 
International Operations, appropriate allocations are made for 

(a) the cost of funds related to liquidity and capital computed on 
the basis of marginal costs of funds, and (b) corporate non-interest 
expenses. 


The Bank considers its Domestic Operations to include all 
business transacted in Canada, regardless of currency, with the 
exception of the Canadian-based activities of International Money 
Markets. This unit, together with the Bank’s business carried on 
outside Canada, comprises International Operations. While it is 


Domestic International Total 
MG MMM SS 
1983 1982 1983 1982 1983 1982 
Net interest income — 
financial statement basis $ 1,730,322 $ 1,196,187 $ 472,542 $ 569,081 $2,202,864 $ 1,765,268 
Add: Taxable 
equivalent adjustment* 201,828 299,208 22,944 31,992 DOAN STD 331,200 


A NBS ee 


Net interest income — 


taxable equivalent basis 1,932,150 1,495,395 495,486 601,073 2,427,636 2,096,468 
Provision for loan losses 309,500 258,000 142,500 86,000 452,000 344,000 
1,622,650 12372595 352,986 Lds073 1,975,636 1,752,468 
Other income 488,785 398,782 178, 252 184,092 667,037 582,874 
2,111,435 1,636,177 531,238 699, 165 2,642,673 2,335,342 
Non-interest expenses 1,387,285 1,307,466 358,472 366,408 1,745,757 1,673,874 
724,150 328,711 172,766 Zo PAPO 896,916 661,468 

Income taxes — including 
taxable equivalent adjustment* 350,476 166,426 65,296 136,774 ALS Wiz 303,200 
373,674 162,285 107,470 195,983 481,144 358,268 
Minority interests - = 1,151 620 Tel5 T 620 
Net income 373,674 162,285 106,319 195,363 479,993 357,648 
Average total assets $56,600,000 $56,000,000 $30,100,000 $32,500,000 $86,700,000 $88,500,000 


shares. The gross-up of such income to a taxable equivalent basis permits a uniform 


*The taxable equivalent adjustment represents tax-exempt income earned on certain 
measurement and comparison of net interest income. 


securities, primarily small business bonds, income debentures and term preferred 


16. Financial Statements of Mortgage and Leasing Subsidiaries 


Royal Bank Mortgage Corporation 
(a wholly-owned subsidiary) 


Condensed Statement of Assets and Liabilities 


(in thousands of dollars) October 31, October 31, October 31, October 31, 
1983 1982 1983 1982 
Asc ZIT Z| — __—_—_—— 
Mortgage loans $5,868,454 $3,239,455 Accrued interest 
and other liabilities $ 158,126 $ 154,645 
Other investments 670,556 109,835 The Royal Bank of Canada 2,282,500 52,869 
Short-term promissory 
Other assets 45,405 3559 notes 821,636 611,620 
Investment certificates 
Due within one year 1,586,817 1,388,221 
Due beyond one year 1,450,470 1,002,807 
Long-term debt 2,204 3,682 
Deferred income taxes 24,198 17,606 
Capital stock 
Preferred 150,000 105,000 
Common 14,800 4,800 
Contributed surplus 60,000 - 
Retained earnings 33,664 11,613 
$6,584,415 $3,352,863 $6,584,415 $3,352,863 


Condensed Statement of Income 


(in thousands of dollars) Year Ended Year Ended 
October 31, October 31, 
1983 1982 
sll) 
Income 

Interest on mortgages $560, 110 $391,960 
Interest on investments 33,279 18,154 
593,389 410,114 

Expenses 
Interest — The Royal Bank of Canada 48,220 1,739 
Interest on short-term promissory notes 102,087 55,188 
Interest on investment certificates 350,085 314,084 
Interest on long-term debt 291 1eOSeh 
Operating expenses 43,192 24,268 
543,875 396,310 
Net Income Before Income Taxes 49,514 13,804 
Income taxes 15,491 6,437 
a a ene ae aE SIC eee ean eer eesti we 
Net Income $ 34,023 $ 7,367 


16. Financial Statements of Mortgage and Leasing Subsidiaries (cont’d) 


RoyLease Limited 
(a wholly-owned subsidiary) 


Condensed Statement of Assets and Liabilities 


(in thousands of dollars) October 31, October 31, October 31, October 31, 
1983 1982 1983 1982 
Receivable under lease Accrued interest 
agreements $474,793 $473,490 and other liabilities $ 26,998 $ 35,064 
Amount due under Short-term promissory 
conditional sales notes 49,337 31,286 
agreements 42,003 146,806 Long-term debt — 
Other 1,499 11,921 The Royal Bank 
of Canada 19,125 123,400 
Other 300,463 313,786 
Deferred income taxes 60,777 50,094 
Capital stock 
Preferred - 28,000 
Common 21,975 21,975 
Retained earnings 39,620 28,612 
$518,295 $632,217 $518,295 $632,217 


Condensed Statement of Income 


Ver BAded , Ves Ended 


(in thousands of dollars) 
October 31, October 31, 


1983 1982 


Income 
Leases $59,978 $57,309 
Conditional sales agreements 15,3992 24,450 
Other 248 7,530 
75,781 89,289 
Expenses 
Interest on short-term promissory notes 4,695 6,804 
Interest on long-term debt — 
The Royal Bank of Canada 7,467 22,920 
Other 26,173 26,815 
Operating expenses 15,335 20,573 
53,670 VI, L142 
Net Income Before Income Taxes 22,111 Dele] 
Income taxes 10,197 3,483 
eet ee ee 
Net Income $11,914 $ 8,694 


Ho ee 


17. Corporations in which the Bank owns more than 10% 
of the Voting Shares 


Royal Bank Mortgage Corporation 
RoyLease Limited 
Royal Bank Realty Inc. 

Globe Realty Management Limited 
Royal Bank Export Finance Co. Ltd. 
RoyMark Financial Services Limited 
RoyNat Limited 
Aetna Financial Services Limited 
Chargex Limited 
The Royal Bank and Trust Company 

Orion Royal Inc. 

Banco de San Juan 
RBC Houdstermaatschappij B.V. 

The Royal Bank of Canada (Curacao) N.V. 

The Royal Bank of Canada (France) S.A. 
RBC Finance B.V. 

Multinational Orion Leasing Holdings N.V. 


__Orion Export Leasing Limited 
Orion Leasing Nederland B.V. 


Orion Leasing Singapore Pte. Limited 


RBC Management Services B.V. 
~~ Orion Multinational Services Limited 
Orion Multinational Services Inc. 
The Royal Bank of Canada (Middle East) S.A.L. 
RBC Australia Holdings Limited 
RBC Australia Limited 
RBC Australia Finance Limited 
RoyAust Management Limited 
The Royal Bank of Canada (Asia) Limited 


Principal Office 
Address 


Montreal, Canada 
Montreal, Canada 
Montreal, Canada 
Toronto, Canada 
Toronto, Canada 
Toronto, Canada 
Montreal, Canada 
Montreal, Canada 
Montreal, Canada 

New York, U.S.A. 

New York, U.S.A. 

San Juan, Puerto Rico 
Amsterdam, Netherlands 
Curacao, Netherlands Antilles 
Paris, France 
Amsterdam, Netherlands 
Amsterdam, Netherlands 
Georgetown, Grand Cayman 
Amsterdam, Netherlands 
Singapore 

Amsterdam, Netherlands 
London, England 

New York, U.S.A. 
Beirut, Lebanon 

Sydney, Australia 
Sydney, Australia 
Sydney, Australia 
Sydney, Australia 
Singapore 


Carrying Value 
of Voting Shares 
owned by 

the Bank 


$108,464 


74,603 
100,961 


10,000 
117 
26,295 


152,485 
42,854 
18,333 


49,418 
4,134 


1,749 


2,864 


6,873 


20,812 


Percent of 
Voting Shares 
owned by 

the Bank 


100% 
100 


17. Corporations in which the Bank owns more than 10% Principal Office Carrying Value Percent of 
of the Voting Shares (cont’d) Address of Voting Shares Voting Shares 
owned by owned by 
the Bank the Bank 
RBC Holdings B.V. Amsterdam, Netherlands $294,645 100% 
Orpac Holdings Limited Hong Kong 100 
The Royal Bank of Canada (Suisse) S.A. Geneva, Switzerland 100 
The Royal Bank of Canada A.G. Dortmund, Germany 100 
Intercontact GMBH Dusseldorf, Germany 100 
Hansische Kaufmannsbank A.G. Diisseldorf, Germany 100 
Bankhaus Bohl & Co. Freudenstadt, Germany 100 
The Royal Bank of Canada (Belgium) S.A. Brussels, Belgium 100 
The Royal Bank of Canada (Channel Islands) Limited Guernsey, Channel Islands 100 
RBC Investment Managers Limited Guernsey, Channel Islands 100 
The Royal Bank of Canada Trustees (Jersey) Limited Jersey, Channel Islands 100 
The Royal Bank of Canada Trustees (Guernsey) Limited Guernsey, Channel Islands 100 
RoyCan Trust Company A.G. Zug, Switzerland 100 
The Royal Bank of Canada (Overseas) N.V. Curacao, Netherlands Antilles 100 
InchRoy Credit Corporation Limited Hong Kong 70 
RoyCan Finanz A.G. Zug, Switzerland 100 
RoyEast Investments Limited Hong Kong 100 
The Royal Bank of Canada Holdings (U.K.) Limited London, England 100 
Libra Bank Limited London, England JB 
The Royal Bank of Canada Trade Finance Limited London, England 100 
RBC Trade Finance Servicos Ltda. Sao Paulo, Brazil 100 
RBC Trade Finance Inc. New York, U.S.A. 100 
RBC Trade Finance S.A. Brussels, Belgium 100 
The Royal Bank of Canada Forfait Finance Limited London, England 100 
The Royal Bank of Canada Trade Credit Limited London, England 100 
Tennant Guarantee Limited London, England 100 
Tennant OFE S.A. Paris, France 70 
The Royal Bank of Canada Properties (U.K.) Limited London, England 100 
Chancellor Investments Limited London, England 100 
Orion Royal Bank Limited London, England 100 
Orion (Cayman) Limited Georgetown, Grand Cayman 100 
Orion Leasing Holdings Limited London, England 100 
Orion Leasing Limited London, England 100 
Orion Factors Limited London, England 100 
Orion Finance Limited London, England 100 
Orion Pacific Holdings Limited Hong Kong 100 
Orion Royal Pacific Limited Hong Kong 100 
Orion Caribbean Limited Georgetown, Grand Cayman 100 
RBC Systems Limited London, England 100 
Western Trust & Savings Holdings Limited Plymouth, England 100 
Western Trust & Savings Insurance Services Limited Plymouth, England 100 
100 


Western Trust & Savings Limited 


Plymouth, England 


17. Corporations in which the Bank owns more than 10% 


of the Voting Shares (cont'd) 


The Royal Bank of Canada International Limited 
Layor C.A. 
Canada International (Cayman) Limited 
R.B.C. Investments Limited 
Banco Internacional S.A. 
Banco Royal Venezolano C.A. 
Banco Royalven Curacao, N.V. 
Favourable Investments Ltd. 
Canadian Overseas Development Company Limited 
RoyWest Holdings Limited 
RoyWest Investments Limited 
RoyWest Trust Corporation Limited 
The Royal Bank of Canada Representacoes S/C Ltda. 
Royal Bank Trust Company (Barbados) Limited 


Royal Bank Trust Company (Guyana) Limited 
R.B.C. Bahamas Limited 


Finance Corporation of Bahamas Limited 


RoyMidEast Investments Limited 
RoyMidEast Limited 


RoyCan International Banking Limited 


Principal Office Carrying Value Percent of 


ae Nassau, Bahamas 100 


_ Bishops International Bank Limited 
Banco Royal Colombiano 
The Royal Bank of Trinidad and Tobago Limited 
Royal Bank Trust Company (Trinidad) Limited 


The Royal Bank Mortgage and Finance Company Limited 


General Finance Corporation Limited 
The Royal Bank Jamaica Limited 
Royal Bank Trust Company (Jamaica) Limited 


Computer Service & Programming Limited 
Ouvidor Industria E. Comercio Ltda. 


Caribbean Financial Services Corporation Limited 


Address of Voting Shares Voting Shares 
owned by owned by 
the Bank the Bank 
Nassau, Bahamas $123,214 100% 
Caracas, Venezuela 20 
Georgetown, Grand Cayman 100 
Nassau, Bahamas 100 
Sao Paulo, Brazil 50 
Caracas, Venezuela 20 
Curacao, Netherlands Antilles 36 
Hong Kong 25 
Hong Kong 25 
Nassau, Bahamas 50 
Nassau, Bahamas 50 
Nassau, Bahamas 50 
Sao Paulo, Brazil 455 100 
Bridgetown, Barbados 533 100 
Georgetown, Guyana 222, 100 
Nassau, Bahamas TEA 100 
Nassau, Bahamas 100 
Bridgetown, Barbados 100 
Athens, Greece 100 
Georgetown, Grand Cayman 100 
Nassau, Bahamas 100 
Bogota, Colombia 4,304 49 
Port of Spain, Trinidad 33,465 47 
Port of Spain, Trinidad 47 
Port of Spain, Trinidad 47 
Port of Spain, Trinidad 19 
Kingston, Jamaica LTD 48 
Kingston, Jamaica 48 
Kingston, Jamaica 48 
Rio de Janeiro, Brazil 31 50 
Bridgetown, Barbados 146 12 


The carrying value of voting shares owned 20% or more by the Bank is stated at the 
Bank’s equity in such investments. 


Directors 


Chairman and Chief 


Executive Officer 
The Royal Bank of 
Canada 
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Montreal 
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The Royal Bank of 
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Vice-President 
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President and 
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The Royal Bank of 
Canada 
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Vice-President 
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Chairman 
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Directors 
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*D. S. Anderson John Anderson John A. Ian A. Barclay 
Toronto Vancouver Armstrong Vancouver 
Chairman President and Toronto Chairman 
Canada Realties Chief Executive Company British Columbia 
Limited Officer Director Forest Products 

Westcoast Limited 
Transmission 
Company 
Limited 
T. J. Bell, M.C., G. H. G. Allan Burton, R. B. Cameron, 
C.D., LL.D. Blumenauer D.S.O., E.D., O.C., D.S.O. 
Toronto Hamilton LL.D. New Glasgow 
Chairman of the Chairman and Toronto Chairman 
Executive Chief Executive Company Cameron 
Committee Officer Director Corporation 
Abitibi-Price Inc. Otis Elevator Limited 
Company 
Limited 
Frank B. Camille A. Mrs. Mitzi S. Sir Alastair 
Common, Jr., Dagenais Dobrin Down, O.B.E., 
Q.C. Montteal Montreal M.C., T.D. 
Montreal Chairman Executive Wiltshire, 
Partner The SNC Group Vice-President England 
Ogilvy, Renault Legal & Former 
Corporate Affairs Chairman 
Steinberg Inc. The Burmah Oil 
Public Limited 
Company 
G. Campbell Jock K. Finlayson W. D. H. D.R. Getty 
Eaton, O.C., Toronto Gardiner Edmonton 
M.C.,C.D., LL.D. Chairman Vancouver President 
St. John’s, Nfld. Royal Insurance President D. Getty 
Managing Company of W.D.H.G. Investments Ltd. 
Director Canada Financial 
Newfoundland Associates Ltd. 
Tractor & 


Equipment Co., 
Ltd. 


Charles H. Walter F. Light Tong Louie PeLSP: 

Knight Mississauga Vancouver Macdonnell, 
Regina Chairman and President and C.M:,,Q:G: 
President and Chief Executive Chief Executive Edmonton 
Chief Executive Officer Officer Partner 

Officer Northern H.Y. Louie Co. Milner & Steer 
Denro Holdings Telecom Limited Limited 

Ltd. 

J. D. Maclennan Clifford S. *F. C. Mannix J. Pierre Maurer 
Vancouver Malone Calgary New York 
Chairman of the Toronto Company Executive 
Board Vice-Chairman Director Vice-President 
Canadian Dredge United Metropolitan Life 
and Dock Corporations Insurance 
Company Limited Company 


Limited 


John R. McCaig 
Calgary 
Chairman and 
Chief Executive 
Officer 


Trimac Limited 


D. K. Mclvor 
Toronto 
Chairman and 
Chief Executive 
Officer 
Imperial Oil 
Limited 


Mrs. Dawn R. 
McKeag 
Winnipeg 
President 
Walford 


Investments Ltd. 


W. Earle 
McLaughlin 
Montreal 
Former 
Chairman of the 
Board 

The Royal Bank 
of Canada 


J.W. E. Mingo, Pierre A. Nadeau Paul Paré Neil F. Phillips, 
Q.C. Montreal Montreal Q.C. 
Halifax Chairman of the Chairman and Montreal 
Barrister Board Chief Executive Partner 
Stewart Tioxide Canada Officer Phillips & 
MacKeen & Inc. Imasco Limited Vineberg 
Covert 
Herbert C. Claude Pratte, L. Merrill Charles I. 
Pinder Q.C. Rasmussen Rathgeb 
Saskatoon Quebec Englewood, Toronto 
President Advocate Colorado Chairman 
Saskatoon President and Comstock 
Trading Chief Executive International 
Company Officer Ltd. 
Limited Husky Oil 
Company 
A. M. Runciman P. N. Thomson John A. Tory, W. P. Wilder 
Winnipeg New Providence, Q.C. Toronto 
Company Bahamas Toronto Deputy 
Director Chairman and President Chairman 
President The Thomson Hiram Walker 
West Indies Corporation Resources Ltd. 
Power Limited 
Corporation 
Limited 
C. N. Woodward *Retiring 


Vancouver 
Chairman of the 
Board and Chief 
Executive Officer 
Woodward Stores 
Limited 
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W.J. MacKay 
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P.A. Taylor (Toronto) 
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Senior Vice-President & 
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J.P. Clarke 
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E.D. Ferguson (Toronto) 
W.R. Fithern 

J.M. Froese (Toronto) 
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R. Gazard (Toronto) 
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J.C. Grant 

D.D.E. Grier 

B.P. Griffiths (Toronto) 
J.R. Groves (Toronto) 
K.W. Harrison (Calgary) 
G.R. Heckman (Toronto) 
A.J. Hogan 

R.W. Hoke (Toronto) 
R.G. Hunkin 

J.G. Johnston (Toronto) 
A.R. Kuhlmann (Toronto) 
E.J. Lundy 

F.G. MacDonald 

J.K. MacKay 

C.G. MacKenzie 

B.C. Marshall (Toronto) 
B.D. Marshall (Toronto) 
H.D. McRorie (Winnipeg) 
J.A. Milburn 

K.J. Morrison (Toronto) 
M.A. Nicolai (Toronto) 
J.V. Oram (Toronto) 
P.A. Palmer (Toronto) 
N.L. Rapkin 

R.L. Spicer 

H.C. Stewart 

E.G. Stone 
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G.C. Tibbatts 

P.H. Tucker 
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G.W. Wheeler 

K.G. Wilson 
Vice-President & Chief Inspector 
D.F. W. Bruce 
Vice-President & Secretary 
R.J. Moores 


Field Management 

Sentor Vice-Presidents & General 
Managers 

R.B. Ashforth (Calgary) 

H.G. Buckrell (Halifax) 

W.D. Henry (Toronto) 

GJ. Johnson (New York) 

J.G. Macpherson (Vancouver) 

R.A. Masleck (London, England) 

J.B. McDonald (Winnipeg) 

F.P. Paradis (Montreal) 

J.N.T. Rednall (Hong Kong) 

R.B. Robertson (Regina) 

P.J. Rossiter (London, England) 

C.P. de Souza (Coral Gables, Florida) 

A. de Takacsy (Paris, France) 

Senior Vice-Presidents 

M.C.S. Baptista (Toronto) 

W.J. Gorman (Toronto) 

N.H.P. Hardinge (London, England) 

W.N. McFadyen (New York) 

M.O.P. Morrison (Toronto) 

W.J.H. Nimmo (Toronto) 


Vice-Presidents 
J.D. Anderson (San Francisco) 
W.D. Andetson (Winnipeg) 
D.M. Baxter (Calgary) 
J.P. Béland (Montreal) 
J.P. Bélanger (Montreal) 
R.G. Bernard (Montreal) 
J.G. Bisaillon (Montreal) 
T.W. Bleackley (Vancouver) 
N. Brewis (Hong Kong) 
V.A. Brown (Coral Gables, Florida) 
J.H.G. Camiré (Montreal) 
A.M. Channell 
(Coral Gables, Florida) 
W.B. Cockburn (Calgary) 
A.E. Colling (Toronto) 
J.D. Davison (Toronto) 
W.R. Dinwoodie (Chicago) 
W.D. Dobson (Ottawa) 
B.W. Dorset (Calgary) 
K.W. Doupe (Toronto) 
J.B. Easton (Toronto) 
L.G. Edmonds (Vancouver) 
V.T. Forster (New York) 
G.F. Gaffney (Vancouver) 
J. Garon (Montreal) 
L.K. Gieck (Calgary) 
W.H. Gilbert (Toronto) 
J.R. Glahome 
(Coral Gables, Florida) 
WJ. Grace (Toronto) 
B.M. Gray (Paris, France) 
J.A.R. Guay (Montreal) 
R.F. Gulliford (Toronto) 
R.F. Hemeon (Vancouver) 
J.E. Henry (Calgary) 
P.H. Hofmann (Paris, France) 
J.E. Johannesson (Toronto) 
A.L. Johnson (London, Ontario) 
J.D. Johnstone (Toronto) 
A.J.P. Joss (Toronto) 
V.E. Keating (Vancouver) 
K.N. Kikano (London, England) 
D.N. Kitchen (Calgary) 
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R.P. Lasnier (Montreal) 
E.W. Latimer (Hamilton) 
J.Y. Lawrie (Hong Kong) 
K.A. Littlewood (Calgary) 
G.D. Loewen (Montreal) 
I.A. MacKay (London, England) 
W.D. Marble (Edmonton) 
A.A. McArthur (Houston, Texas) 
W.J. McCartney (Calgary) 
E.R. McCutcheon (New York) 
H.R. McLean (Toronto) 
J.M. Messmer (Toronto) 
S.A. Middaugh (Halifax) 
W.T. Moodie (New York) 
W.R. Penner (Toronto) 
J.E.G. Perron (Quebec City) 
H.A. Philpott (Regina) 
M.D. Pollock (Vancouver) 
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D.L. Robertson (London, England) 
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D.R. Séguin (Montreal) 
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The five standing committees 
of the Board of Directors of 
The Royal Bank of Canada, as 
listed below, have the respon- 
sibility of maintaining 
integrity and sensitivity within 
the major areas of activity of 
the Bank, consistent with the 
strategic development goals of 
the corporation. 


Board Committees 


The Loan Policy Committee 
sustains an advisory role with 
regard to the lending policies 
and practices of the Bank. 


Chairman: P.N. Thomson. 
Members: . F.B. Common, Jr., 
R.C. Frazee, P.L.P. 
Macdonnell, J.D. Maclennan, 


C.S. Malone, W.E. McLaughlin, 


A.M. Runciman, 
W.O. Twaits, R.A. Utting. 


The Loan Policy Committee 
reviews and monitors the 
application of credit policy to 
ensure prudent risk manage- 
ment and consistent strategic 
planning. Loans of magnitude 
exceeding the generally 
acceptable percentage of capi- 
tal, and those involving 
unusual circumstances are 
studied by the committee 
prior to management 
approval. Loans to directors 
and employees are approved 
by this group and, as required 
by the Bank Act, are reported 
to the Board of Directors. 
Finally, subject to the pro- 
visions of the Bank Act, 
administrative matters of an 
urgent nature may be referred 
to this committee for approval 
prior to subsequent review by 
the following meeting of the 
Board. 

The Committee meets reg- 
ularly, twice a month, in addi- 
tion to policy meetings and 
repotts its activities to the 
Board with appropriate rec- 
ommendations, desirable in 
the circumstances. 


a EE 
The Audit Committee 
assumes the responsibility of 
reviewing the audited annual 
financial statements and inter- 
nal control procedures of the 
Bank, and of ensuring that 
disclosure of accurate, reliable 
data is made to interested 
patties. 


Chairman: N.F. Phillips. 
Members: I.A. Barclay, 


G.H.Blumenauer, G.A. Burton, 


R.B. Cameron, H.C. Pinder. 


The Audit Committee, 
through meetings with share- 
holders’ auditors, Chief 
Inspector and periodic reviews 
of internal control procedures 


and accounting practices of 
the Bank, ensures compliance 
with the law and avoidance of 
conflicts of interest. Manage- 
ment information systems 
development and revisions 

to accounting practices are 
also subject to review by this 
committee. 

The committee meets as 
required at least twice annu- 
ally. It reports to the Board of 
Directors on its activities, 
particularly its review of the 
Bank’s financial statements 
and on the nomination and 
remuneration of auditors. 


RUS IG SEE Ce 
The Nominating Committee, 
under given criteria governing 
the overall composition of the 
Board, is elected to recom- 
mend suitable candidates for 
appointment as directors. 


Chatrman: Mrs. M. Dobrin. 
Members: W.D.H. Gardiner, 
J.R. McCaig, P. Paré, 

C. Pratte, C.N. Woodward. 


The Nominating Commit- 
tee, under guidelines estab- 
lished to sustain Board com- 
position, reviews and 
recommends areas of repre- 
sentation which are comple- 
mentary to the Bank’s strate- 
gic development goals. The 
committee further seeks to 
identify candidates who are 
able and willing to participate 
in the diverse scope of the 
Royal Bank’s activities. 

The committee meets at 
least semi-annually and ts 
required to report to the 
Board of Directors at least 
once each fiscal year. 


iene aie Ea DOT AO ATEN 
The Personnel and Compen- 
sation Committee, in an advi- 
sory capacity, reviews and 
monitors Personnel policies, 
management development 
program and total compen- 
sation practices of the Bank. 


Chairman: I.D. Sinclair. 
Members: J.A. Armstrong, 
W.F. Light, J.P. Maurer, 
J.A. Tory, W.P. Wilder. 


The Personnel and Com- 
pensation Committee ts 
charged with periodic 
reviewing of the Bank’s long 
range plans and policies for 


recruiting developing and 
motivating personnel. Com- 
pensation practices and man- 
agement succession are areas 
of regular review and approval 
of remuneration of the Bank’s 
most senior executive staff is 
required of this committee. 
The committee is required 
to submit to the Board of 
Directors a report on its activ- 
ities and any recommen- 
dations it deems appropriate. 


LAE NAY 
The Public Policy Committee 
reviews the Bank’s public 
posture to ensure that its oper- 
ations remain consonant with 
the changing values and 
expectations of society. 


Chairman: Mrs. D.R. McKeag. 
Members: C.A. Dagenais, 
G.C. Eaton, D.R. Getty, 

T. Louze, P.A. Nadeau, 

L.M. Rasmussen, 


C.I. Rathgeb. 


The Public Policy Commit- 
tee acts in an advisory capacity 
to the Board of Directors in 
areas relating to the Bank’s 
overall interaction with its var- 
ious key publics. Studies of 
the Bank’s efforts to ensure 
ethical and socially respon- 
sible business conduct, cor- 
porate responsibility by way of 
both human resource and 
financial contributions, and 
the appropriateness of Public 
Affairs considerations as 
related to the Bank’s strategic 
goals, form the key elements 
of this committee’s functional 
mandate. 

Reports and recommen- 
dations are made annually to 
the Board of Directors, sub- 
sequent to at least two meet- 
ings of the committee during 
the fiscal year. 


Head Office 

1 Place Ville Marie 

P.O. Box 6001 

Montreal, Quebec 

Canada H3C 3A9 
(CM 


Canadian Field Headquarters 


Atlantic Provinces 
5161 George Street 
P.O. Box 1147 
Halifax, Nova Scotia 
B3J 2Y1 


Sentor Vice-President and 
General Manager 

H.G. Buckrell 

142 branches 

(New Brunswick—31, 

Newfoundland—20, 

Nova Scotia—85, 

Prince Edward Island—6) 


Quebec 

5 Place Ville Marie 
P.O. Box 6001 
Montreal, Quebec 
H3C 2A9 


Senior Vice-President and 
General Manager 

F.P. Paradis 

206 branches 

(Quebec—205, 

Northwest Territories—1) 


The Royal Bank of Canada Group — 


Global Network 


Ontario 

Royal Bank Plaza 

200 Bay Street 

Toronto, Ontario 

MS] 2J5 

Senior Vice-President and 
General Manager 

W.D. Henry 

546 branches 


Manitoba 

220 Portage Avenue 
Winnipeg, Manitoba 
RIG 215 


Sentor Vice-President and 
General Manager 

J.B. McDonald 

100 branches 


Saskatchewan 
2010-11th Avenue 
Regina, Saskatchewan 
S4P 3A2 


Sentor Vice-President and 
General Manager 

R.B. Robertson 

113 branches 


Alberta 

335 Eighth Avenue S.W. 
Calgary, Alberta 
I1Z2P:2N5 


Sentor Vice-President and 
General Manager 

R.B. Ashforth 

167 branches 

(Alberta—165, 

Northwest Territories—2) 


British Columbia 

1055 West Georgia Street 
Vancouver, British Columbia 
V6E 385 


Senior Vice-President and 
General Manager 

J.G. Macpherson 

182 branches 

(British Columbia—181, 

Yukon—1) 

Sati NR 

Domestic Subsidiaries and 

Affiliates 


Royal Bank Export Finance 
Co. Ltd. 

Royal Bank Venture Capital 
Limited 

Royal Bank Plaza 

200 Bay Street 

13th Floor, South Tower 

Toronto, Ontario 

MSJ 2J5 


Royal Bank Mortgage 
Corporation 

Royal Bank Realty Inc. 

RoyLease Limited 

1 Place Ville Marie 

P.O. Box 6001 

Montreal, Quebec 

H3C 3A9 


RoyNat Ltd. 

620 Dorchester Boulevard 
West 

Montreal, Quebec 

H3B 1P2 


International Field 
Headquarters 


Asia Pacific 

18th Floor, Gloucester 
Tower 

The Landmark 

11 Pedder Street, Central 

G.P.O. Box 3302 

Hong Kong 


Sentor Vice-President and 
General Manager 
J.N.T. Rednall 


Continental Europe 

3, rue Scribe 

75009 Paris 

France 

Sentor Vice-President and 


General Manager 
A. de Takacsy 


Latin America & Caribbean 


2199 Ponce de Leon 
Boulevard 


Coral Gables, Florida 33114 


UrSeAe 


Sentor Vice-President and 
General Manager 
C.P. de Souza 


Middle East & Africa 
99 Bishopsgate 
London EC2M 3XQ 


England, United Kingdom 


Sentor Vice-President and 
General Manager 
R.A. Masleck 


U.K., Ireland & Nordic 


Countries 
99 Bishopsgate 
London EC2M 3XQ 


England, United Kingdom 


Sentor Vice-President and 
General Manager 
P.J. Rossiter 


U.S.A. 

Park Avenue Plaza 

55 East 52nd Street 
New York, N.Y. 10055 
UsseA 


Sentor Vice-President and 
General Manager 

GJ. Johnson 

Ci a 

World Corporate Banking 

Field Headquarters 


Canada 

Royal Bank Plaza 

200 Bay Street 
Toronto, Ontario 
MS5J 2J5 

Sentor Vice-President 
W.J.H. Nimmo 


Europe 

99 Bishopsgate 

London EC2M 3XQ 
England, United Kingdom 


Sentor Vice-President 
The Viscount Hardinge 


U.S.A. 

Park Avenue Plaza 

55 East 52nd Street 
New York, N.Y. 10055 
US. A. 


Sentor Vice-President 
W.N. McFadyen 


Boer Se Sr SEN Pe i eS OE 


International Business Units 


Antigua 
Branch 


25-26 High Street At Market 
PO. Box252 
St. John’s 


Argentina 
Main Branch and 
Regional Office 


Florida 202 (Esq. Cangallo) 
Casilla de Correo 1899 
Buenos Aires 
(2 other branches/ 
sub-branches in 
Buenos Aires) 
Representative Office 


Florida 234—2nd Floor 
P.O. Box 1899 
Buenos Aires 


Australia 
Representative Office 
10th Floor 


151 Macquarie Street 
Sydney, N.S.W. 2000 


Subsidiaries 


RBC Australia Limited 

RBC Australia Finance 
Limited 

10th Floor 

151 Macquarie Street 

Sydney, N.S.W. 2000 


Bahamas 
Regional Office 


Beaumont House 

327 Bay Street 

P.O. Box N-7549 

Nassau, N.P. 

Main Branch 

P.O. Box N-7537 

323 Bay Street 

Nassau, N.P. 

(15 other branches/ 
sub-branches in Bahamas) 


Subsidiaries 


Finance Corporation of 
Bahamas Limited 

Frederick House 

Frederick Street 

P.O. Box N-3038 

Nassau, N.P. 


The Royal Bank of Canada 
International Limited 

Beaumont House 

P.O. Box N-3024 

Nassau, N.P. 

Affiliate 

RoyWest Trust Corporation 
(Bahamas) Limited 

West Bay Street 

P.O. Box N-7788 

Nassau, N.P. 


Bahrain 

Representative Office 
P.O. Box 20461 

Kanoo Towers, 7th Floor 
Manama 


Barbados 

Main Branch and 
Regional Office 

P.O. Box 68 

Broad Street 

Bridgetown 


(5 sub-branches in Barbados) 
Subsidiaries 


The Royal Bank of Canada 
(Barbados) Limited 

Trident House 

Lower Broad Street 

P.O. Box 1022 

Bridgetown 


The Royal Bank Trust 
Company (Barbados) 
Limited 

Trident House 

Lower Broad Street 

P.O. Box 626C 

Bridgetown 


Belgium 

Subsidiaries 

The Royal Bank of Canada 
(Belgium) S.A. 

RBC Trade Finance S.A. 

Rue de Ligne 1 

B-1000 Bruxelles 


Belize 

Branch 

60 Market Square 
P.O. Box 364 
Belize City 


(5 other branches in Belize) 


Brazil 
Representative Office 


The Royal Bank of Canada 


Representacgoes S/C Ltda. 


Ay. Paulista 949 C.J. 121 

01311 Sao Paulo 

Subsidiary 

RBC Trade Finance Servicos 
Ltda. 

Rua Boa Vista 208 

14° Andar 

01014 Sao Paulo 

Affihiate 

Banco Internacional S.A. 

Caixa Postal 8065 

Rua 15 de Novembro 240 

01000 Sao Paulo 


Cayman Islands 
Branch 


P.O. Box 245 

Grand Cayman 

Affiliate 

RoyWest Trust Corporation 
(Cayman) Limited 

PiOeBox7 07 

Grand Cayman 


Channel Islands 

Subsidiaries 

RBC Investment Managers 
Limited 

P.O. Box 246 

Ann’s Place 

St. Peter Port, Guernsey 


The Royal Bank of Canada 


(Channel Islands) Limited 


The Royal Bank of Canada 
Trustees (Guernsey) 
Limited 

The Royal Bank of Canada 
Trustees (Jersey) Limited 

P.O. Box 48 

St. Julian’s Avenue 

St. Peter Port, Guernsey 


China 

(People’s Republic of) 
Representative Office 
Room 5088, Beijing Hotel 
Beijing 

Colombia 


Affiliate 


Banco Royal Colombiano 
Apartado Aéreo 3438 
Bogota 


Commonwealth of Dominica 
Branch 


Bayfront 
P.O. Box 144 
Roseau 


Dominican Republic 
Main Branch and 
Regional Office 


Avenida 27 de Febrero 

Esquina Winston Churchill, 

Apartado 1440 

Santo Domingo 

(13 other branches/ 
sub-branches in Dominican 
Republic) 

Egypt 

Representative Office 

10th Floor 

Abu El Feda Office Building 

Abu El Feda Street 

Zamalek 

Cairo 
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France 


Branch 


3, rue Scribe 
75009 Paris 


Representative Office 


11 bis, rue Scribe 
75009 Paris 


Subsidiaries 


The Royal Bank of Canada 
(France)iS_ A. 

3, rue Scribe 

75440 Paris 

Cedex 09 


Tennant-OFE S.A. 
91, rue Saint-Lazare 
75009 Paris 


Germany 
(Federal Republic of) 
Subsidiaries 


The Royal Bank of Canada 
ALG: 

POP Box255 

Westenhellweg 22-24 

D-4600 Dortmund 1 


Bankhaus Bohl + Co. 
(Bohl Bank) 

P.O. Box 164 

Strassburger Strasse 17 

D-7290 Freudenstadt 


Greece 

Subsidiary 

RoyMidEast Limited 
Leoforas Kifissias 38 
Paradissos Amaroussion 
Athens 


Guyana 
Main Branch and 
Regional Office 


38-39 Water Street 

P.O. Box 10440 

Georgetown 

(4 other branches/ 
sub-branches in Guyana) 

Subsidiary 

Royal Bank Trust Company 
(Guyana) Limited 

110 Regent & Camp Streets 

P.O. Box 10440 

Georgetown 


Haiti 

Main Branch 

Rue Magasin de L’Etat & rue 
des Miracles No. 12 

P.O; Box315 

Port-au-Prince 

(1 other branch in 
Port-au-Prince) 


Hong Kong 
Branch 


18th Floor, Gloucester Tower 
The Landmark 

11 Pedder Street, Central 
G.P.O. Box 3302 

Hong Kong 


Subsidiaries 


InchRoy Credit Corporation 
Limited 

3908 Windsor House 

311 Gloucester Road 

P.O. Box 31386 

Causeway Bay 


Orion Royal Pacific Limited 
28th Floor 

Alexandra House 

16-20 Chater Road 


Jamaica 


Affiliates 


The Royal Bank Jamaica 
Limited 

Royal Bank Building 

30/36 Knutsford Blvd. 

P.O. Box 612 

Kingston 

(14 other branches in Jamaica) 


Royal Bank Trust Company 
(Jamaica) Limited 

Royal Bank Building 

30/36 Knutsford Blvd. 

P5O2B0x622 

Kingston 


Japan 

Branch 

14th Floor 

Hibiya Kokusai Building 
2-2-3 Uchisatwai-Cho 
Chiyoda-Ku 

C.P.O. Box 1709 

Tokyo 100 


Korea Panama 
Branch Branch 
Kyobo Building Avenida Manuel Maria Icaza 
7th Floor No. 7 
1-11-Ka, Chongro Apartado H 
Chongro-Ku Panama 5 
ke bees Puerto Rico 
Main Branch and 

Lebanon Regional Office 
Subsidiary 255 Ponce de Leon Avenue 
The Royal Bank of Canada P.O. Box 819 

(Middle East) S.A.L. Hato Rey 


Immeuble Hanna Ghantous 
& Sons 

First Floor 

Dora, Beirut 


Mexico 


Representative Office 


Apartado Postal 6-1020 
Hamburgo 172 

Piso 5 

Mexico 6 D.F. 


Montserrat 
Branch 


Parliament Street 
P.O. Box 222 
Plymouth 


Netherlands 
Subsidiaries 


RBC Finance B.V. 

RBC Holdings B.V. 

RBC Houdstermaatschappyj 
B.V. 

RBC Management Services 
Biv; 

Keizersgracht 604 

1017 EP Amsterdam 


Orion Leasing Nederland B.V. 
Herengracht 489 
1017 BT Amsterdam 


Netherlands Antilles 
Subsidiaries 


The Royal Bank of Canada 
(Curacao) N.V. 

The Royal Bank of Canada 
(Overseas) N.V. 

Kaya Flamboyant No. 5 

Plaza Rooi Catootje 

P.O. Box 3468 

Willemstad 

Curacao 


(5 other branches in 
Puerto Rico) 


Subsidiary 
Banco de San Juan 
Banco de San Juan Tower 


654 Munoz Rivera Avenue 
Hato Rey 


St. Kitts 

Branch 

Fort & Bay Roads 
P.O. Box 91 
Basseterre 


St. Lucia 

Branch 

Boulevard & Laborie Streets 
P.O. Box 280 

Castries 


St. Vincent 

Branch 

No. 81 South River Road 
P.O. Box 118 

Kingstown 


Singapore 

Branch 

PIL Building 

140 Cecil Street #01-00 

Singapore 0106 

Subsidiary 

The Royal Bank of Canada 
(Asia) Limited 

PIL Building 

140 Cecil Street #16-00 

Singapore 0106 


Spain 

Representative Office 
Paseo de la Castellana 51.3 
Madrid 1 


Switzerland 

Subsidiary 

The Royal Bank of Canada 
(Suisse) 

Rue Diday 6 

Case Stand 130 

1211 Geneva 11 


Affiliate 


RoyWest Trust Corporation 
S.A. Lausanne 

C.P. 120, Avenue d’Ouchy 41 

1000 Lausanne 13 


Taiwan 


Branch 


8th Floor 

214 Tun Hwa North Road 
P.O. Box 81-775 

Taipei 100 


Thailand 
Representative Office 


Cathay Trust Building 
1016 Rama 4 Road 
Bangkok 5 


Trinidad 

Affiliates 

The Royal Bank of Trinidad 
and Tobago Limited 

3B Chancery Lane 

P.O box 287, 

Port of Spain 


Royal Bank Trust Company 
(Trinidad) Limited 

P.O. Box 1293 

18 Park Street 

Port of Spain 

The Royal Bank Mortgage and 
Finance Company Limited 

31 Frederick Street 

Port of Spain 


United Arab Emirates 
Branch 


P.O. Box 3614 

4th Floor 

Chamber of Commerce 
Building 

Deira, Dubai 


United Kingdom 
Main Branch 


6 Lothbury 
London EC2R 7JY 
(1 other branch in London) 


Subsidiaries 


Orion Royal Bank Limited 

Orion Leasing Holdings 
Limited 

1 London Wall 

London EC2Y 5]JX 


The Royal Bank of Canada 
Forfait Finance Limited 

The Royal Bank of Canada 
Trade Finance Limited 

1 Seething Lane 

London EC3N 4BP 


The Royal Bank of Canada 
Holdings (U.K.) Limited 

99 Bishopsgate 

London EC2M 3XQ 

Western Trust & Savings 
Limited 

The Moneycentre 

Plymouth PL1 1SE 


Affiliate 


Libra Bank Limited 
140 London Wall 
London EC2Y 5DN 


U.S.A. 
Branches 


New York 
68 William Street 
New York, N.Y. 10005 


Portland 

1515 South West 5th Avenue 
Suite 900 

Portland, Oregon 97201 
Representative Offices 
Chicago 

33 North Dearborn Street 


Suite 1200 
Chicago, Illinois 60602 


Dallas 

4380 Thanksgiving Tower 
1601 Elm Street 

Dallas, Texas 75201 


Denver 

821 Seventeenth Street 
Suite 300 

Denver, Colorado 80202 


Houston 

Texas Commerce Tower 
Suite 6850 

600 Travis Street 
Houston, Texas 77002 


Los Angeles 

600 Wilshire Boulevard 
Suite 600 

Los Angeles, California 90017 
Miami 

777 Brickell Avenue 

Suite 908 

Miami, Florida 33131 
Pittsburgh 

600 Grant Street 

Suite 4970 

United States Steel Building 
Pittsburgh 


Pennsylvania 15219 


San Francisco 

101 California Street 
Suite 2000 

San Francisco 
California 94111-5880 
Agencies 

Miami 

777 Brickell Avenue 
Suite 908 

Miami, Florida 33131 


San Francisco 

101 California Street 
Suite 2000 

San Francisco 
California 94111-5880 


Subsidiaries 


The Royal Bank and Trust 
Company 

68 William Street 

New York, N.Y. 10005 


Orion Royal Inc. 

Park Avenue Plaza 

55 East 52nd Street 
New York, N.Y. 10055 


RBC Trade Finance Inc. 
68 William Street 
New York, N.Y. 10005 


Venezuela 


Representative Office 


c/o Jet Cargo International 

P.O. Box 020010 

Miami, Florida 33102-0010 

WSeA: 

Affiliate 

Banco Royal Venezolano C.A. 

Esquina de Animas Avenida 
Urdanete 

Apartado 1009 

Caracas 1010 


Sparcholdccenttlncoenrorenoldcnltformnriont 


Stock Exchange 
Listings 


Canada: Montreal, Toronto, Vancouver, Winnipeg and 
Alberta Stock Exchanges 


U.K.: London Stock Exchange 

1S Se a 
Transfer Agent 

and Registrar 


Canada: Montreal Trust Company of Canada — 
Montreal, Quebec; Toronto, Ontario; Halifax, Nova 
Scotia; Winnipeg, Manitoba; Regina, Saskatchewan; 
Calgary, Alberta; Vancouver, British Columbia. 


U.K. Co-Agent: The Royal Bank of Canada, 

London, England. 

LSA ee LL a 
Shareholder Dividend 

and Share 

Purchase Plan 


Shareholders of record who own Common and/or 
preferred shares through enrolment in the Plan may 
elect to receive their dividends in the form of new 
Common Shares (Stock dividends) or to reinvest their 
cash dividends in new Common Shares. In both 
instances, the price of the new Common Share is 95 

per cent of the average market price determined at the 
time of the dividend payment. Participants in the Plan 
may also make optional cash payments to purchase new 
Common Shares as frequently as once a month (on the 
Investment Date) for an aggregate amount up to Cdn. 
$5,000 per quarterly dividend period at 100 per cent of 
the average market price. 

Further information on the Shareholder Dividend 
and Share Purchase Plan may be obtained from the 
Shareholder Services Department at the Bank’s 
corporate headquatters. 

SE aL 
Direct Deposit 
Service 


Shareholders and debentureholders may also elect to 
have their dividends or interest deposited directly into 
their savings or chequing accounts at most banking 
institutions in Canada. To arrange please write to 
Shareholder Services Department at the Bank’s 
corporate headquarters. 

a | 
Institutional Investor, 

Broker, Security 

Analyst Contact 


Institutional investors, brokers, security analysts and 
others desiring financial information about the Bank 
should contact the Manager, Investor Relations, at the 
Bank’s corporate headquarters. 


Duplicate Annual 
Reports 


Some registered holders of The Royal Bank of Canada 
securities receive more than one copy of shareholder 
information mailings such as this Annual Report. 
While every effort is made to avoid duplication, if 
securities of the same class or series are registered in 
different names and/or addresses, multiple copies are 
forwarded. Shareholders receiving more than one copy 
are requested to write to the Shareholder Services 
Department at corporate headquarters so that arrange- 
ments may be made to avoid duplicate mailings. 
SRST PSE a ESD IE} 
Information concerning the Royal Bank and its activ- 
ities in Canada and abroad may be obtained via any 
branch of the Bank or from the Public Affairs 
Department at the Bank’s corporate headquarters. 
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